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Are You a Be-No? 


By REAR ADMIRAL FREDERICK J. BELL 
USN (Retired) * 


HE ship was famous in the Pacific 

Fleet a few years before the recent 
war. Her captain was a man with a 
negative attitude toward life. His in- 
stinctive response to a proposal of any 
kind was a strong and decided “no,” 
and the general announcing system 
was kept busy day and night in pass- 
ing out information that reflected his 
character : 

“There will be no liberty.” 

“There will be no four o’clock boat.” 

“There will be no men out of uni- 
form on the weather decks.” 

“There will be no.................... . 

She was known, quite simply, as the 
Be-No ship. 

Nearby was another ship of the 
same class. Her captain was no Pol- 
lyanna, no spreader of good cheer for 
good cheer’s sake; but he had a posi- 
tive attitude toward his command, and 
he possessed the happy faculty of 
phrasing his wishes in a way that made 
his officers and men understand them 
and execute them cheerfully. 


If his ship entered port at 2:00 a.m. 
there would be liberty, and though 
only the married men showed any 
desire to go ashore at that hour, the 
others were contented in the knowl- 
edge that they could leave the ship if 
they wanted. This ship was known as 
the Can-Do ship. 


The philosophy of Be-No is reflected 
in the operations of any business 
whose top management possesses a 
negative outlook toward the human 


* Vice President, Flood and Watson, Inc. 


beings who work for them. I say work 
for advisedly, for certainly they do not 
work with them. It is an all too com- 
mon paradox that the man who 
wouldn’t dream of attempting to repair 
his own car; who by no stretch of the 
imagination would consider installing 
expensive machinery in his plant with- 
out the benefit of professional advice, 
shows no hesitancy toward taking a 
high-dive into the troubled waters of 
human relations. He can, he tells him- 
self, “get along with people.” And if 
things don’t go too smoothly at the 
plant it’s only because “those other fel- 
lows aren’t willing to cooperate.” Most 
of us incline to the belief that leadership, 
or, more simply, the ability to have 
others work for us and like it, is, like 
rifle-shooting and _ poker-playing, a 
God-given attribute possessed by 
every red-blooded American male. 

If this were true, we would have 
won the last war at a far smaller cost 
of life, time, and money. But within 
the Armed Forces, as within industry, 
leadership is the most difficult single 
quality to impart. And if men find it 
difficult to work together with maxi- 
mum efficiency under conditions fa- 
vorable to leadership, conditions of 
propinquity plus the statutory pro- 
visions that clarify and define precise 
limits of authority and responsibility, 
then how in heaven’s name can we 
attain even passable results in human 
relations under amateurish trial-and- 
error, hit-or-miss, by guess and by 
God methods? 

The questions that were asked at 
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recent AMA Conferences have been 
convincing proof that too many men 
who should know better are wasting 
their time in a quest for push-button 
leadership. A capable navigator needs 
4 chart in order to conduct his vessel 
safely between rocks and shoals. Too 
many business men, I am afraid, steer 
their craft by a species of barking-dog 
navigation. (You remember the old 
story of the down-East skipper who 
sailed with confidence along the fog- 
bound coast-line, sheering out to sea 
whenever he got close enough to 
shore to hear dogs barking.) In other 
words, they sail blindly until they hear 
trouble. Many an advocate of this 
“wait until they yell before making a 
change” doctrine has piled the bones 
of his craft on the rocks of failure. 

“But,” someone protests from the 
back seat, “leaders are born, not 
made.” That is as false as the phi- 
losophy that every man is a natural 
leader or that.every husband can beat 
his wife playing Gin Rummy. 

Nor is leadership a functional affair 
that is susceptible of facile translation 
into a page of curves and graphs and 
sparkling numbers. Between the Be- 
No and the Can-Do types of manage- 
ment is a thick and scraggly under- 
brush. It is not impenetrable, but it 
cannot be traversed by blind rushing. 

After more than a quarter of a cen- 
tury of working with men, three in- 
dividuals stand out in my mind as 
examples of the good and bad in 
“getting along with people.” The first 
was a young officer who was so 
strongly a Be-No that he could not 
make a simple request to “Please pass 
the bread” at the wardroom table with- 
out infuriating his messmates. That he 
was serenely unconscious of his fault 
did not make matters easier. 

The second was an able little petty 
officer who was my ace assistant for 
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three years. He ruled a large gang of 
toughies with an iron hand and made 
them like it. His very presence on the 
bridge brought friendly grins and 
cheerful smiles to everyone. He was 
the closest to being a “natural leader” 
that I have ever seen. 

My third example was a man who 
became one of our more famous and 
successful admirals in the recent war. 
When I first knew him he was a com- 
mander and Operations Officer on a 
large Staff. Frequent conferences on 
matters of policy and _ procedure 
brought many top-ranking officers to 
our ship—and almost as many ideas 
that were firmly believed and strongly 
stated. The commander had a nice way 
of gaining his point (which was always 
a good point because he was an 
especially able person) by saying, 
gracefully, such things as, “Of course, 
sir, you are quite right, but I wonder 
if you have considered ... ” or 
“There’s a great deal of merit in what 
you say, Admiral, but isn’t it possible 
Gian” 

A Be-No individual would not have 
lasted long as Operations Officer. And 
a Be-No individual does not last long 
in industry unless he is the owner of 
his company or unless he possesses 
virtues offsetting his faults as a leader 
of men. 

Three contrasting companies with 
which I recently have come in contact 
may serve further to illustrate diver- 
gent types of leadership. 

Company “A” is an out-and-out Be- 
No. Though it is located in a small 
town and, in fact, provides most of the 
income for the local inhabitants, the 
building is surrounded by a board 
fence 10 feet high; a fence that acts 
as a barrier against mental as well as 
physical intermingling between the 
management and the people. The walls 
throughout are plastered with large 
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signs that reflect the Be-No philos- 
ophy : 

“Do not leave your machines before 
quitting time.” 

“Do not loiter.” 

“Do not exceed your allowed time 
for lunch.” 

Everywhere, the eye meets strong 
expressions of top management’s nega- 
tive approach to leadership. 

Company “B” is on a plateau of 
leadership between the two extremes 
of positive and negative. Here, man- 
agement exercises a laissez-faire at- 
titude that thus far has caused no grave 
repercussions because there is a back- 
log of work extending many months 
ahead. 

Company “C” is a Can-Do organ- 
ization with a smile on the face of 
everyone from the janitor to the presi- 
dent. Here there is loyalty and a 
mutual respect and understanding be- 
tween the workers on all levels. This 
company, like the Can-Do ship I spoke 
of earlier, will weather any gale— 
economic or doctrinal. Company “B” 
will either sink or remain afloat, de- 
pending upon whether or not anyone 
has the interest and initiative to grab 
the wheel when the storm hits. Com- 
pany “A,” in anything more than a 
10-knot breeze, will very likely go 
down with all hands. 

Why the difference? The answer is 
not hard to find. You may have heard 
the story of the midshipman at the 
Naval Academy who, on an examina- 
tion, said that a certain famous sea 
battle was lost because of the failure 
of one side to possess three ships 
—seamanship, marksmanship, and 
leadership. Seamanship, translated in- 
to industrial terms, is the ability to 
make progress in the face of economic 
stress. Salesmanship could be substi- 
tuted for marksmanship, for it signifies 
an ability to hit the target of results. 
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The third ship, leadership, is common 
to industry and Armed Forces alike. 
To be successful, a business must 
possess these three ships. 


In an understandable but perhaps 
over-emphasized desire to avoid the 
epithet of ‘yes-man,’ we sometimes 
lean too far to the other extreme and 
actually derive a certain sense of sat- 
isfaction in the frequency and readj- 
ness with which we say ‘no.’ I suggest 
that we take time out for a little anal- 
ysis of how we handle our negative 
action. A categorical ‘no’ carries with 
it a finality that can promote dis- 
couragement and stifle initiative on the 
part of subordinates. There are oc- 
casions when an emphatic ‘no’ is man- 
datory, but they are few and far be- 
tween. If you can learn to say no in 
a manner that sends your hearer away, 
if not happy, at least with the knowl- 
edge that his request has not received 
arbitrary handling, you are well on 
your way to becoming a Can-Do 
leader and you will find, oddly enough, 
that there will be a sharp drop in the 
number of times that you must give 
negative answers. 


As a person who exercises authority, 
you are not expected to wrap your 
decisions, whether they be positive or 
negative, in a flowery package of ex- 
planation. But try it on occasion. It 
will not detract from your dignity. It 
will take only a few seconds. Instead 
of fidgeting impatiently while Jones 
makes a request or outlines an idea 
that you know to be impractical; in- 
stead of a curt, “It’s no damn good; 
it won’t work,” soften your reply just 
a little. Why not give old Jones your 
full attention? After all, he wouldn't 
have come to you unless he expected 
intelligent counsel. Why not say, 
“Jones, your idea has a lot of merit, 
and under certain conditions I’d be all 
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for it. However, as you may or may not 
know... etc.” In short, send him 
away happy. The next time, maybe 
he'll turn up with an idea that will 
pay off. 

The Be-No man is usually either 


lazy or intolerant. You don’t want 
your seniors, or your juniors, to label 
you with one of those words. Be a 
Can-Do. I guarantee it will make you 
happier. And who knows—it might 
even improve your golf game. 


Twelve Character Traits Cause Executives to Fail 


ESEARCH into the personalities 
R of executives, successful and un- 
successful, reveals that the outward 
behavior which leads to incompetence, 
resignation, or discharge is usually an 
end product, and that the raw ma- 
terial of failure lies buried in emotions 
and attitudes. Among the most com- 
mon causes of failure are 12 traits. 

1. Inability to see the forest. A de- 
tail-minded person is often a practical, 
realistic man who is concerned with 
individual trees. Many such men are 
considered for promotion into execu- 
tive ranks on the basis of excellent 
work in supervisory or departmental 
functions. If their organizing abilities 
are really limited to concrete factors, 
however, it is unlikely they will be 
equally competent on an executive 
level, where their vision must be 
broader. 

2. Failure to carry responsibilities. 
Going up the scale of executive func- 
tions, an increase in responsibility and 
the need for initiative and self-control 
are progressive. In executive positions, 
there are always alternative solutions 
to problems. Timing is something to 
be planned and calculated—even goals 
may be undetermined. The executive 
responsibility is to deal with such 
factors. 

3. Unconscious desire to be some- 
thing else. The basic urges of many 
capable people lie in directions other 
than executive work, though they 
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rarely realize this themselves and often 
get into executive posts. 

4. Unconscious desire to be someone 
else. Many men have an intense desire 
for success which appears at first to 
be the drive and ambition characteristic 
of good executives. Often, however, 
the desire for an executive position is 
merely a means to some other end and 
a man has no interest in the work for 
its own satisfactions. Men so motivated 
will seek and accept responsibility far 
beyond their own capabilities, but they 
do not as a rule last long as executives. 

5. Yen for express trains. In some 
cases, junior executives fail to realize 
their ambition for a top executive role 
because they are completely bored with 
intermediary tasks. They cannot or will 
not perform at routine levels and there- 
fore are not promoted to the positions 
of authority dictated by their ambitions 
and potentialities. 

6. Inability to make room for other 
people. Most executives must cooper- 
ate with their associates, give help and 
accept advice on mutual problems. 
They should be able to accept criti- 
cism and not take umbrage at dissent- 
ing viewpoints. Resentment of others 
comes from a variety of sources. It 
may be a carry-over from the role of 
a favored child who always got the 
privileges, or an arrogance which turns 
to rage at the first frustration. What- 
ever the cause, this trait is incom- 
patible with success as an executive. 
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7. Resistance to authority. The atti- 
tude of an adult toward authority and 
the emotions aroused by discipline 
often carry a trace of the attitudes of 
the child toward the parent. The man 
who has never outgrown his anger 
at the way his father threw his weight 
around at home or forgiven his mother 
for her pleas for more filial devotion 
frequently shows a_ rebelliousness 
against organizational authority. There 
is the chronic latecomer, the man who 
somehow forgets important meetings 
and messages for his boss, and the 
real problem character who demands 
special privileges or ignores directions. 

8. Arrogance with subordinates. Dif- 
ficulty in supervising is common among 
executives. In a position carrying su- 
pervisory power, traits may appear 
which are apparently in sharp contrast 
to customary behavior. The man of 
intense ambition may overlook the 
need to be considerate of subordinates. 

9. Prejudices which interfere with 
judgment. An executive may unwit- 
tingly place a ceiling on the level of 
responsibility he can handle because 
of systematic personal bias which leads 
him to interpret situations in terms 
of his own fixed ideas about himself 
and others. Often these prejudices 
originate in his background. Sometimes 
these personal ideas result in a feeling 
on his part that his boss is “favoring” 
someone else, or his associates “are 
out to get him,” or his subordinates 
“are trying to undermine him.” These 
prejudices rapidly undermine a man’s 
efforts. 

10. Overemphasis on work. Some 
men live their work to an extraordinary 
extent and regard their personal lives 
as expendable. This channeling of in- 
terest is often apparent in successful 
executives, but even so, it marks an 
unbalanced situation. It can result in 





hypersensitivity to any frustration on 
the job, almost always leads to trouble 
if things are not going well. This con- 
centration of drive often arises from 
a sharply disciplined childhood in which 
the youth was continually required to 
prove his worth. It is also characteris- 
tic of some men who were faced with 
the competition of older children in 
their families. Or it may spring from 
feelings of inadequacy and real or im- 
agined handicaps in purely social 
contacts. 

11. Gravitation toward self-destruc- 
tion. Some men fear success. They 
will work earnestly for it, in accord 
with their training, the demands of 
their social group, or of their family. 
But when it becomes too attainable, 
they cut themselves down because they 
fear the responsibility. These deep, ir- 
rational beliefs can also spring from 
early family life—where the child is 
forced to try but never quite succeeds, 
or, more important, where he has never 
been praised for even partial youthful 
successes. Sons of successful fathers 
often feel this subconscious urge fo1 
failure. So also children who are im- 
petuously disciplined and just as im- 
petuously forgiven may grow up un- 
consciously provoking punishment in 
order to receive affectionate forgive- 
ness. In any case, self-destruction lies 
behind more failures and _half-failures 
than is commonly recognized. 

12. Mental ailments. Like other 
people, executives are subject to ner- 
vous and mental disorders. In many 
cases a man may work effectively to 
a position of considerable importance 
before his disorder impedes his work. 
The most common ailment among un- 
successful executives is a deep and 
abiding depression: They believe they 
are not so productive or admirable 
as they should be. 
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Failure as an executive is not a 
broad indictment. Many men who fail 
in executive work are capable, effective 
individuals whose basic philosophy of 
life differs from the decision-making, 


action-oriented one of the successful 
executive. Often these same men suc- 
ceed on an equal or higher level in 
other fields. 

By BuriteicH B. GARDNER. Com- 


merce, September, 1948, p. 22:6. 


Creed for Business 


Every American Business Owes Something— 

1. To the customers it serves; 

2. To the industry of which it is a part; 

3. To all industry ; 

4. To its community ; 

5. To the nation which provides its license to do business, and is its support. 

In discharging its debt, it should provide products or services at a fair price. 

It should cooperate with its industry in establishing and maintaining fair prac- 
tices. 

It should play its part in the activities by which all industry governs and 
advances itself. 

It should contribute its share to the public welfare by devoting some of the 
time, talent, and energy of its executives to public affairs, local and national. 

—Management Briefs (Rogers & Slade) 


New Trend in Public Relations 


ODAY many companies are shifting the emphasis of public relations activi- 

ties to customer relations, in anticipation of a coming buyers’ market. This 
fact emerges from the responses of a number of corporate executives who co- 
operated in-a recent survey of current business practices conducted by the Con- 
ference Board. No other significant changes in over-all policies are in general 
being contemplated. 

Organization for public relations varies with the size of the corporation. 
The larger the concern, it was found, the more highly developed is its public 
relations program. One out of every two corporations with sales of $100 million 
and more has an established public relations department. Only one in six cor- 
porations whose sales fell below this level has such a department, on the other 
hand. The tendency in these latter firms is for public relations to become a func- 
tion of another department, being handled most frequently in conjunction with 
advertising. No instance is reported of a separate public relations department in 
companies with sales below a million dollars. The absence of any formal organi- 
zation in a few companies reflects management’s conviction that an elaborate or- 
ganization is needed only when management fails in its job. 

In concerns which departmentalized their public relations, the director of the 
department renorts to top management. Most often. it was found, he is responsible 
to a vice president or an assistant to the president. In some cases, he is responsible 
to the president or a member of the board. 

In firms that do not have separate public relations departments, that function 
is customarily a responsibility of either the advertising department or the in- 
dustrial relations or employee relations division. 

The prevailing practice of cornorations with multiple-plant operations, ac- 
cording to the survey, is to assign the task of developing a good public relations 
program to the local plant management. 

Though relations with the public receive constant consideration by top 
management in the forrnulation of comnany policy, the head of the public relations 
department does not. ordinarily, particinate directly in these decisions, it was 


. found. “His participation is of an advisory nature, except, of course, when an 


officer of the company is in charge of the department.” 
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Fate of Taft-Hartley Legislation 


HE Democratic leadership is com- 
mitted to repeal of the Taft-Hart- 
ley Act. Moreover, it has assured us 
that new “non-punitive” labor legisla- 
tion will be enacted “simultaneously 
with repeal.” There is a possibility of 
serious difference of opinion between 
organized labor and the President, how- 
ever, if labor unites behind the policy 
enunciated by William Green, president 
of AFL, who calls for “simultaneous 
re-enactment of the Wagner Act and 
later consideration of amendments.” 
What provisions of the LMRA 
mighty safely be abandoned? The ban 
on the closed shop is one. It did not 
really hit at the autocratic abuses 
which have made this form of union 
security disliked in many quarters. On 
the other hand, long existing peaceful 
relations between employers and 
unions were disrupted because of the 
legal jeopardy to their traditional 
agreements. The requirement for costly 
elections before even a union shop 
agreement could legally be made 
merely bogged down the work of the 
National Labor Relations Board. The 
workers always voted overwhelmingly 
for the union shop. Even before the 
November election, many in Congress 
had changed their minds about the 
practicability of this requirement. 
Experience of the last two years has 
in some measure justified union fear 
that the provision for NLRB recogni- 
tion of craft units, unless the em- 
ployees vote against it, would lead to 
“raiding.” It is not so clear that this 
standard should be abandoned, how- 
ever. In the past, NLRB decisions 
tended to favor the industrial form of 
labor organization and the Board’s 


policy made it difficult for craft unions 
to secure a change in this situation as 
the Board quite naturally tended to 
honor its own earlier decisions. 

Unions have campaigned vigorously 
against the whole body of newly de- 
clared “union unfair labor practices,” 
The language of the law leaves some 
of these abuses fairly shadowy and 
needing clarification administratively 
and in the courts. 

The Taft-Hartley ban on secondary 
boycotts is debatable. The courts have 
long recognized the validity of boy- 
cotts not directed toward illegal pur- 
poses. We might leave this problem to 
the courts as was done before the Taft- 
Hartley Act, though in January, 1947, 
President Truman declared some types 
should be curbed. Jurisdictional strikes 
are another matter, however. The 
public rightly has little patience with 
strikes to prevent workers choosing 
by democratic election the bargaining 
agent they want. 

Unhappily under the Wagner Act 
we had many cases where unions 
sought, by strike or picketing—or boy- 
cott—to force an employer to deal with 
a union other than that certified to him 
by the NLRB as collective bargaining 
agent. Certainly such practices should 
not be permitted. In these cases the 
government should have the power 
granted under the Taft-Hartley Act to 
seek injunctions. 

The provision of the Taft-Hartley 
law which was widely acclaimed as 
stopping “featherbedding” practices 
has not proved to be much of a help. 
The whole field of restrictive labor 
practices has such widespread social 
implications that it is doubtful whether 
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a prohibitory law can meet the issue 
properly. Most of these practices stem 
from a basic insecurity in employment 
and call for constructive social action 
rather than prohibitory legislation to 
cure them. 

Freedom of speech is now guar- 
anteed to employers where such ex- 
pression “contains no threat of reprisal 
or force or promise of benefit.” It 
seems that the trade-union movement 
is sufficiently strong now to welcome 
frank debate as to its merits or de- 
merits, provided the safeguards quoted 
are sustained. In recent months, how- 
ever, the NLRB has decided cases on 
this issue where it seemed to me they 
gave the employer more latitude than 
was proper or intended. But this is an 
administrative matter. 

These are the major union unfair- 
labor practices covered by the Taft- 
Hartley Act. The prohibitions in rela- 
tion to employer actions contained in 
the Wagner Labor Relations Act were 
carried over into the present law and 
should be continued in any new law. 

The Taft-Hartley Act introduced a 
section governing the collective-bar- 
gaining procedure—even in more or 
less local situations—which is closely 
tied to the law’s provisions in relation 
to national emergencies. We all re- 
member strikes in basic industries— 
steel, automobiles, coal, for example— 
which bear witness to the need for 
some method of handling disputes that 
so vitally affect our national economic 
life. Perhaps the answer cannot be 
given in terms of any law, though the 
President himself has found the pro- 
visions of the Taft-Hartley Act of 
greatest help in meeting such national 
emergencies. 

Congress attempted to apply some 
brakes by requiring that either party 
to a contract desiring termination or 
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modification must give a 60-day writ- 
ten notice. Thereafter conferences 
must be held. Thirty days after such 
notice the Federal Mediation and 
Conciliation Service—and any state 
agency—must be notified. And the 
existing contract must be continued 
without strike or lockout for a limited 
period. Labor has called these pro- 
visions a “heating-up” period with de- 
lay heightening tension rather than al- 
lowing a “cooling off.” It seems to have 
worked both ways, depending on the 
dispositions of the parties and their 
willingness to assume responsibility for 
mutually seeking solutions. 

The Taft-Hartley Act set up as an 
independent agency a new Federal 
Mediation and Conciliation Service, 
replacing that which formerly existed 
in the Department of Labor which had 
lost the confidence of employers. The 
new organization was_ specifically 
directed to stay out of local disputes, 
and to offer its services in situations 
which might have serious national im- 
plications. Apprised through the notice 
requirements, the service had the op- 
portunity to attempt informal settle- 
ment efforts in major disputes. Thus 
Congress, without dodging its respon- 
sibility to the public welfare, tried to 
follow the sound precept, “the less gov- 
ernment interference in labor relations 
the better.” 

The machinery established for the 
new agency in many respects follows 
the Railway Labor Act to which both 
unions and employers agreed years 
ago. The new agency was to use 
similar boards of inquiry appointed by 
the President. Upon receiving the re- 
port the President was authorized to 
direct the Attorney General to apply 
for an injunction preventing strike or 
lockout for a limited period only. If an 
injunction were granted the Board of 
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Inquiry was reconvened, and at the 
end of 60 days again reported to the 
President their efforts to settle the dis- 
pute. 

We come now to some of the pro- 
visions labor has critized most hotly— 
Title III of the present law. This per- 
mits unions to sue and be sued for 
damages as a result of a strike ad- 
judged illegal under certain provisions 
of the law. Interestingly, employers 
have not shown any great eagerness to 
use these provisions and have even 
agreed voluntarily not to use them. 
But a few have filed suits which re- 
sulted in almost immediate settlements 
of the disputes. Several unions have 
also filed suits with the same result. 
But should there not be some means 
of redress for employers whose very 
existence can be jeopordized by ba- 
sically unfair union tactics? 

The controversial non-Communist 
oath is in this section of the law. As 





a practical matter, it has proved an 
important weapon in the hands of 
union leaders who sought to oust the 
Communists. Only two major union 
groups remain in the column as “Com. 
munist dominated”: the United Elec. 
trical and Radio Workers and Harry 
Bridges’ longshoremen. Perhaps now 
the oath has served its purpose. 

The administration of union welfare 
funds might be left to collective bar- 
gaining, though the provisions in the 
law are merely designed to safeguard 
the funds in the interest of the 
workers. The question of unions’ 
political contributions will have to be 
reexamined and in any event need not 
be part of our basic labor law. 

Adding up the score it looks as 
though the dog had been given a bad 
name—but he’s still a useful watchdog. 

By ExvrtnorE M. Herrick. New 
York Herald Tribune, November 19, 
1948. 


Marital and Family Characteristics of U. S. Labor Force 


Mince. women workers in the United States considerably outnumber 
single women workers, according to a report released recently by the Bureau 
of the Census, Department of Commerce. In April, 1948, there were in the nation’s 
labor force about 8.3 million married women, as compared with 5.9 million single 
women. About 7.6 million of the married women workers were living with their 


husbands. 


At the time of the 1940 census, about 6.7 million single women were in the 
labor force as against 5 million married women. About 4.2 million of the married 
women workers in 1940 were living with their husbands. 

Other significant facts uncovered by the Bureau’s survey are: 

1. There were 7 million working couples in the United States in April, 1948 
(that is, married couples with husband and wife both in the labor force). In the 
case of 2 million of these couples, the husband was a veteran of World War II. 

2. Married men are much more likely than single men to be employed as 
proprietors, managers, or officials of farm or non-farm enterprises. Partly because 
of age differences between the two groups, about one out of every four of the 
employed men who were married and living with their wives was a proprietor, 
manager, or official of a farm or non-farm business. Only one out of nine of the 
employed single men was a proprietor, manager, or official. 

3. Households containing two workers constituted 25 per cent of all the house- 
holds in the United States in April, 1948. At the time of the 1940 census, 22 per 
cent of the households were two-worker households. 





e The worst crime against working people is a company which fails to operate at 


a profit. 


10 


—SAMUEL GOMPERS 
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The Business Man's Occupational Disease 


VERHEARD in a Business 

Lunch Club: “Did you read in 
the paper about Roy Brown’s heart 
attack last night?” 

“Yeah, too bad. He’s not old either. 
Not over 50, I’d guess.” 

Chalk up another victory for heart 
trouble—occupational disease of the 
business and professional man. 

Why? Because in the fevered com- 
petition of “getting ahead,” business 
men most often subject themselves to 
the physical and mental strains which 
their hearts were not built to with- 
stand indefinitely. Some men have a 


f . . 
strong cardiovascular system, i.e., heart 


and blood vessels. In others it is weak. 
The less robust heart is the first to crack 
under the strain of a fast-moving life. 


The two main types of heart trouble 
which affect men of middle age are 


| high blood pressure (hypertension) and 


hardening of the arteries (arterioscle- 
tosis). In themselves, especially in 
their early stages, they are not serious 
diseases, and lots of men play host to 
them. Though doctors have not pinned 
down their causes, they do know that 
these abnormalities are often the result 
of hereditary tendencies, and can defi- 
nitely be influenced by nervous strain 
such as worry, anxiety, or fear. 


Hypertension and arteriosclerosis are 
important as signals indicating a sus- 
ceptibility to serious heart disease 
(coronary thrombosis, hypertensive 
heart disease, etc.). Their presence 
says, in effect: “Lead a sensible, nor- 
mal life—or else.” 

As a result of these abnormalities, 
a man’s heart has to pump harder than 
normally. As long as the heart is equal 
to its task, it’s all right. But to keep 
it going as long as a “normal” heart, 


January, 1949 


he must put no more than normal 
strain on it. 


What things put extra strain on 
your heart, things which, if you hap- 
pen to have a “tin” heart instead of a 
cast-iron one, may promote you to a 
pine box instead of a mahogany desk? 
Here are the four danger areas for 
the middle-aged man who has a weaker- 
than-average heart : 


Exercise: You’re not a college boy 
any longer, so leave those strenuous 
sports alone. But don’t be afraid of 
regular exercise. It’s the sudden, extra 
overexertion, like running for the train, 
which may touch off a heart attack. 

Overeating: One big meal makes 
more work for your heart than two 
small ones. Watch your waistline. If 
you're toting 20 or 30 extra pounds 
of fat around, you’re giving your heart 
that much more work to do. 

Smoking and drinking : Smoking can 
cause temporary constriction of the 
small arteries, but won’t do any per- 
manent damage to a strong heart. But 
doctors advise going easy on tobacco 
if you have a weak c-v system. As for 
alcohol, it’s all right 1m moderation. 

Nervous strain and worry: There is 
strong evidence that constant nervous 
strain can undermine even the toughest 
c-v system. If you weren’t born with 
a weak heart, then nervous tension 
is one of the best ways to get one. 
Doctors’ advice to tired, overworked, 
jittery executives: Take frequent short 
vacations, perhaps a week every three 
months; and get more sleep every 
night. 

Worrying about your heart condi- 
tion is about the worst possible thing 
you can do for it. If your heart is 
weak, worry will make it worse. If 


11 








it’s healthy, worry will provide you 
with all the symptoms of heart trouble 
and make you feel as ill as you think 
you ought to be. 

Doctors emphasize that nervous 
strain—worry, anxiety, fear, anger— 
are things most to be avoided by men 
with weak c-v systems. The business 
man’s “occupational disease’ would 
fade into unimportance and his life 
would be much more pleasant if he 
could avoid these mental stresses. 





Advice to the heedful : Have regula 
(annual) physical examinations t, 
keep posted on how well your hear 
is standing up under the pounding of 
business life. If it shows signs of wear 
slow down your schedule. Remember: 
Business is business, but health is life 

By Joun McK. BiGEtow. Forbes 
October 15, 1948, p. 27:1. 


Note: More detailed information about the 
heart and heart disease can be obtained by 
writing the American Heart Association, 
Inc., 1775 Broadway, New York 19, N, Y. 


Solving a Tough Public Relations Problem 


HE U. S. Navy’s decision, early 
this year, to accept Chance Vought 
Aircraft Division of United Aircraft 
Corporation (Stratford, Conn.) as new 
tenant for the giant, war-built North 
American Aircraft plant in Dallas 
dumped a hatful of tough problems 
right into the laps of Chance Vought 
executives. They would have to move 
50,000,000 pounds of material, 2,000 
machines, and 1,500 families over 1,600 
miles; at the same time they would 
have to keep two production opera- 
tions going, gradually tapering off one 
while building up the other. Also, 
there was the public relations prob- 
lem—in Texas and in Connecticut. 
The Texas problem was easy; it 
was practically a case of love at first 
sight between Chance Vought and the 
city of Dallas. When the Navy, in- 
terested in dispersing critical indus- 
tries, first announced about two and 
one-half years ago that the plant was 
available, Chance Vought and other 
companies sent representatives for a 
look-see. For Chance Vought the plant 
was technologically ideal. It was bigger 
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than the one in Stratford, and laid out 
for straight-line assembly. The old 
plant expanded during the war in some- 
what helter-skelter fashion and was 
relatively inefficient and uneconomical 
to operate. Further, the new site had 
a railroad siding and infinitely better 
flying weather. Also Dallas citizens 
put themselves out to be helpful. 

The Chamber of Commerce intro- 
duced the Chance Vought representa- 
tives around and put them next to 
sources of information. Local realtors 
promised to help with housing. Groups 
of plain citizens dropped around just 
to say hello. And the city of Dallas 
voted $250,000 to lengthen one of the 
runways at the plant to 7,000 feet. 

Chance Vought put its best foot 


forward, too. Promptly it invited the , 


press, business groups, and all the 
local big-wigs to a dinner party. The 
day after the Navy announcement, 
Chance Vought set up an employment 
office and started to run get-acquainted 
copy in the local papers. 

The opening ad, addressed “To the 
People of the Dallas Community,” 
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stated: “Yesterday Chance Vought 
Aircraft of Connecticut became Chance 
Vought Aircraft of Texas. This was 
good news for us .. . because we like 
your community and your people. We 
hope you like us.” Copy continued 
with details on employment opportuni- 
ties and future plans. 

Additional copy has run each month 
so far, and has answered pertinent 
questions of local interest. The July 
insertion, for instance, covered the 
number of people the company will 
import, how many it will hire locally, 
when the new jobs will be available, 
and what kind they will be. It was 
necessary to convince the community 
that Chance Vought and its migration 
from Connecticut would not dislocate 
matters in Texas, add to the housing 
crisis, or flood the community too 
quickly. 

In Connecticut the problems were 
somewhat different. The union (UAW- 
CIO) at first disapproved, but later 
cooperated. The company announced 
it would continue to pay the same 
wage rates in Texas. This interested 
mainly the 1,500 key employees that 
Chance Vought asked to come along, 
all expenses paid. The others, about 
6,500, were worried about finding jobs 
locally. The company pitched in with 
other local interests to set up the 


Plant Occupancy Committee, which 
has been trying to find a new tenant 
for the Chance Vought plant. Addi- 
tionally it set up machinery to work 
with other companies in the area, 
notably other United Aircraft divisions 
(Sikorsky Aircraft, Pratt & Whitney, 
and Hamilton Standard Propeller) to 
absorb Chance Vought workers. 

For the 1,500 who were asked to 
come along, the company set up in 
Stratford a Texas Information Bureau, 
manned by trained personnel who had 
access to all pertinent information on 
living in Texas—homes, schools, hos- 
pitals, prices, climate, etc. Additionally, 
the company put out a booklet, [ntro- 
duction to Dallas, to give selectees a 
broad view of the city. The booklet 
anticipates dozens of likely questions, 
answers them simply and with plenty 
of statistics. The company also set 
up a housing office in Dallas to line 
up dwellings for employees as they 
move. 

Transfer operations began in May. 
So far 72 carloads have been shipped 
and about 75 families have made the 
trek. Also, almost 300 persons have 
been hired in Dallas. But the job has 
hardly started. The company hopes to 
complete the move and start produc- 
tion in the new plant by next summer. 

Tide, August 13, 1948, p. 47:1. 


The Better Way 


HE eye’s a better pupil and more willing than the ear; 
Fine counsel is confusing, but example’s always clear; 
And the best of all the preachers are the men who live their creeds 
For to see the good in action is what everybody needs. 
I can soon learn how to do it if you'll let me see it done. 
I can watch your hands in action, but your tongue too fast may run; 
And the lectures you deliver may be very wise and true, 
But I’d rather get my lesson by observing what you do. 
For I may misunderstand you and the high advice you give, 
But there’s no misunderstanding how you act and how you live. 
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—Anonymous 
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Office Management 





Production Standards 


F THIS discussion were to be 
confined strictly to the subject of 
its title, it would of necessity deal 
primarily with the engineering aspects 
of production standards, which would 
be wholly technical. Let us therefore 
interpret our subject to mean “wage 
incentives for clerical personnel with 
the use of production standards.” My 
objective here is to give those inter- 
ested the benefit of the experiences of 
my firm, Hood Rubber Company, in 
the use of production standards and 
wage incentives on clerical activities. 

To prevent our thinking from be- 
coming confused, I shall deal with the 
subject under two major subdivisions : 
(1) the engineering phase; (2) the 
operational phase. 

Let us first consider the engineering 
phase. 

Assuming a decision has been made 
that production standards will be estab- 
lished for clerical activities, several 
subsequent decisions must be made. 
The first and by far the most import- 
ant decision has to do with the selec- 
tion of the engineering personnel. If 
there is in existence a well-established 
time and motion study department, the 
development of clerical production 
standards should become the responsi- 
bility of this department. If there is 
not such a department, one must be 
created; and great caution must be 
exerted in its creation. The surest way 
to create a situation of extreme wage 
inequities and lowered office morale is 
to engage the services of unqualified 
time and motion study engineers. The 
danger lies in the fact that management 
usually does not become aware of the 
shortcomings of an unqualified engi- 
neer until the damage is done. 
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for the Modern Office 


The only safe approach to the crea. 
tion of a time and motion department, 
in my opinion, is to engage the services 
of a wage incentive engineer on a con- 
sulting basis from a high-caliber cop. 
sultant organization. Such an engineer 
will develop, obtain approval of, and 
institute a satisfactory wage incentive 
plan. He will also train the required 
number of time and motion study engi- 
neers to complete and maintain the 
installation. 

Some of the more important factors 
involved in the engineering phase are 
the following: (1) what type of in- 
centive should be adopted ; (2) to what 
extent should production standards 
and wage incentive be applied to cleri- 
cal activities; (3) supervision’s desires 
and reaction to clerical wage incentive; 
(4) job improvement in connection 
with production standards; (5) actual 
measurement of time and effort to 
arrive at sound production standards; 
(6) need for a sound basic wage 
structure; (7) follow-up after instal- 
lation of plan. 

There are many types of wage incen- 
tive plans and labor measurement tech- 
niques. There is the straight piece price 
plan, the standard hour plan, the stand- 
ard minute plan, plans involving frac- 
tional premium pay above standard, 
those of full or 100 per cent premium 
pay above standard, and others. 

Hood uses a standard minute plan 
which we call the point system. Fol- 
lowing standardization of any opera- 
tion along with such job improvement 
as appears practical, we proceed as 
follows: The time study engineer 
breaks down the operation into its 
component parts, or elements. With a 
stopwatch, he records by continuous 
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snap-back method the exact time, in 
seconds, consumed by the operator in 
performance of each element. He also 
records for each increment of time an 
efficiency rating or leveling factor. This 
leveling is done for the purpose of 
scaling all actual levels of performance 
to a norm or standards level. This re- 
peated recording of time and efficiency 
ratings is continued until the engineer 
is satisfied he has sufficient informa- 
tion to enable him to establish basic or 
standard time values for each element 
of the operation. The start and finish 
time is recorded on all time studies for 
the purpose of determining the total 
elapsed time of any study. This pro- 
vides a means of checking the accuracy 
in total of the increments of time 
contained within the time study. The 
engineer then proceeds to analyze and 
draw his conclusions from the com- 
pleted time study. 

By a process of either selection or 
averaging, both as to times and ef- 
ficiency ratings, a normal time is estab- 
lished for the performance of each 
component part of the operation. To 
make allowance for rest, delay and 
other contingencies, this normal time 
is then increased by a percentage—in 
our case, 15 per cent. We thus arrive 
at a time for each elemental part that 
is considered to be the standard time 
or basic requirement of performance. 
The summation of the standard times 
for the various elements constitutes the 
production standard for any operation. 

While our firm makes some use of 
standard data, thus enabling us to set 
new production standards and change 
existing ones by a so-called. synthetic 
process, we avoid over-extension of 
the use of standard data because, on 
clerical operations, unless care is taken, 
use of standard data alone often leads 
to theoretical rather than practical pro- 
duction standards. 

It is important to the success of a 
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wage incentive plan that basic pay 
rates be of sound structure and con- 
sistent. Determination of basic rates 
of pay in relation to occupational rates 
of pay will indicate incentive wage 
possibilities of operators. This is im- 
portant. If the earning possibility for 
incentive operators is only 10-15 per 
cent above the average occupational 
rates of pay, your incentive plan will 
probably fail because of lack of real 
incentive. Incentive possibilities should 
be sufficient to convince employees that 
returns justify the necessary sustained 
and increased effort. To illustrate: The 
wage situation of our company’s pay- 
roll computers is as follows: (a) in- 
centive base rate is 72 cents per hour ; 
(b) average occupational wage on 
daywork would be about 96 cents per 
hour; (c) present incentive earnings 
for top operators range from $1.20 to 
$1.30 per hour. Thus incentive possi- 
bilities are approximately 30 per cent 
above the average daywork rate. 

Follow-up after installation of a 
plan is vital. To insure the plan’s con- 
tinued effectiveness, provide sufficient 
and well-trained time study personnel 
and also insist that all changes in 
methods, processes, and equipment be 
immediately reported to the time study 
department. 

Let us now consider the operational 
phase of production standards and 
wage incentives for clerical activities. 

It is office management at the de- 
partmental supervisory level which 
makes or breaks any incentive plan. 
Thus it is extremely helpful if the 
supervisor is forwarned of the condi- 
tions that are usually revealed even in 
the best operated clerical units when 
measured by production standards. 
The major condition usually revealed 
is low departmental effectiveness. Out- 
put of a non-incentive operator will be 
found to be approximately 50 per cent 
of expected output on an incentive 
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basis. Chief contributing factors to 
this low effectiveness are: 

1. A clerical supervisor and his work 
force have established in their minds 
what constitutes a good day’s work. 
The only bench-mark they have is 
that established under non-incentive or 
daywork operation. To expect clerical 
supervision to visualize the potential 
capacity of clerks to produce without 
having had previous incentive experi- 
ence would be unfair,. 

2. Work is usually scheduled 
through a clerical unit not on produc- 
tion standards so irregularly as to cause 
peaks and valleys, lost time, reopera- 
tion, and other inefficiencies, simply 
because no yardstick exists to reveal 
such factors. 

3. Some clerks and supervisors apply 
themselves only to the extent they de- 
sire. This is not important, however, 
as application of production standards 
will immediately spotlight such per- 
sons and enable corrective measures 
to be taken. Individuals should be 
judged by their response to incentive 
opportunities rather than by past per- 
formance. 

Now let us consider the major ad- 
vantages and disadvantages of a wage 
incentive plan. 

As a result of the installation of such 
a plan, management is provided with 
a yardstick by which to measure the 
relative value of each clerical activity. 
This means of measurement is an ef- 
fective tool, use of which leads to the 
following advantages: 

Even the most inexperienced super- 
visor is fully informed as to the labor 
effectiveness of individuals within the 
clerical unit. He can confidently take 
action relative to output without fear 
of charges of discrimination or favor- 
itism. In other words, he is on solid 
ground, and is relieved of the dangers 
of surface impressions. 

Application of measurement, in ad- 


16 





dition to indicating present effective. 
ness, also points out the reasons for 
existing inefficiencies. It indicates the 
extent of lost time, reoperation, and 
other excess costs due to poor schedul- 
ing, lack of balance as between opera- 
tions, and improperly prepared tre. 
ports. The supervisor knows the exact 
nature of his excess costs; where they 
occur, and to what extent they exist, 
He can take action accordingly. 


The immediate supervisor of a cleri- 
cal unit becomes intimately acquainted 
with the details of each clerical activity 
in his department which knowledge 
enables him effectively to eliminate, 
consolidate, and simplify functions 
under his supervision. 


The reduction of labor costs is the 
chief reason for application of wage 
incentives to clerical activity. Wage 
incentives properly installed and main- 
tained will yield from 30 to 50 per cent 
savings in labor costs in the average 
clerical unit. 


Wage incentives offer skilled opera- 
tors an opportunity for greatly in- 
creased earnings. Thus management 
can reward deserving employees and 
can justify its doing so on the basis of 
performance. 


Supervisors whose departments are 
on incentive are freed from recurring 
demands by higher supervision to re- 
duce the personnel under their direc- 
tion. If they operate within the limits 
established, they need only point to the 
record and state that any reduction in 
personnel must be accompanied by a 
corresponding curtailment of activities. 
Similarly, they can get immediate and 
favorable action upon their requests 
for additional clerks. 

The disadvantages of a wage incen- 
tive plan for clerical workers should 
be considered seriously, because in 
some instances they might make wage 
incentive application impractical. Ma- 
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‘or disadvantages are the following: 

Introduction and operation of incen- 
tives requires rigid work assignment. 
The supervisor must schedule and as- 
sign work to his clerks in such a man- 
ner as to keep them continuously occu- 
pied on the same or similar type of 
work. 

Rigid assignment of work hampers 
flexibility. But flexibility is necessary 
to any clerical unit. The supervisor 
must then, even at the expense of ef- 
ficiency and excess costs, gradually 
train his clerks to perform efficiently 
several different work assignments. 

On application of incentives, it may 
be discovered that one or more of the 
clerks in the unit will be unable (not 
unwilling) to meet the production re- 
quirements as determined by produc- 
tion standards. Unfortunately, it many 
times is the older and more reliable 
clerks who are thus affected. Their 
situation should be sympathetically 
considered, and provisions made to 
continue their employment to mutual 
advantage. 

There is difficulty in obtaining quali- 
fied employees under clerical wage in- 
centives. An applicant hired and placed 
in a daywork department can usually 
meet the requirements of the job if he 
desires. The frequency of failure on 


the part of the newly hired employees 
in an incentive department is much 
greater. The reason: There is wide 
range in the mental ability of individu- 
als, and thus a wide range in the ability 
of individuals to produce on clerical 
activities. 

The final disadvantage has to do 
with the rate of absenteeism. Any de- 
partment that is geared up and pro- 
ducing at a near maximum level can- 
not sustain production under condi- 
tions of above average absenteeism. If 
a department operating on incentive 
can defer some of its activities under 
conditions of unusual absenteeism, an 
emergency situation can usually be 
avoided. Otherwise, supervisors of 
such departments operating on incen- 
tive must be alert to the possibility and 
plan for coverage in case of crippling 
absenteeism. 

Despite these disadvantages, from 
my experience, I would advise any 
manager of clerical activities to adopt 
wage incentive by the use of produc- 
tion standards wherever conditions 
permit. A sound wage incentive plan, 
properly administered, can be an effec- 
tive aid to good office management. 

By O. H. Parrine. N. O. M. A. 
Conference Proceedings, 1948, p. 
27 9. 


Raising Transcription Department Efficiency 


ITHIN the last year a large 

New England life insurance 
company analyzed the various time ele- 
ments constituting the working day of 
a transcribing machine operator. The 
tests involved in the analysis yielded 
the somewhat surprising finding that 
only 25 per cent of the net working 
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day of an average transcription oper- 
ator was spent in actual typewriting. 
Two different typewriters were used 
for the test, a standard manual ma- 
chine and an electric machine. Each 
typewriter was equipped with a stroke- 
counter. The transcription was accom- 
plished from wax cyclinders through 
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the use of acoustic-type transcribing 
equipment. 

The copy transcribed consisted of a 
mixture of intra-company and outside 
correspondence and also the comple- 
tion of certain forms for enclosure with 
the correspondence. The outside cor- 
respondence involved completion of 
address headings on letters and prep- 
aration of envelopes containing these 
same address headings. Letters aver- 
aged one 84% XlI1l-inch page and re- 
quired the preparation of an original 
and two carbon copies. The proper 
original letterhead had to be selected 
from a maximum of five available let- 
terheads or sizes of paper, and the 
proper copy paper had to be selected 
from a maximum of three different 
colors of stock. The original letterhead 
had to be collated with the carbon and 
copy paper by hand. 

Under these conditions, it was usual 
for the average transcription operator 
to produce about 50 completed letters 
in an average day. More specifically, 
the average typist performed approxi- 
mately 45,000 strokes per day, which 
is the equivalent of about 750 lines or 
1 8/10 lines per minute based on a 
60-stroke line using pica-face type. This 
average was compiled from the pro- 
duction records of all the company’s 
typists, regardless of skill, and is a low 
average in the opinion of company 
officials. The motion of striking the 
space-bar by the operator was not in- 
cluded in the above compilation. 

Two clerk-typists who were fully ac- 
quainted with the transcribing routine 
were selected for the experiment. Each 
operator can be described as having 
“at least average speed and better-than- 
average accuracy of performance.” One 
operator, however, had 17 years’ trans- 
cription experience in another insur- 
ance firm and was not normally as- 
signed to this company’s transcription 
division. While she was fully familiar 
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with the company’s correspondence re. 
quirements, she had not previously 
done the particular type of correspond- 
ence to which she was assigned. The 
other operator also had several years 
transcription experience, and was fully 
acquainted with the company’s cor- 
respondence requirements and particu- 
larly with the work of the division in 
which the dictation she was given to 
transcribe originated. (This difference 
in operator background had no discern- 
ible influence on the results of the 
two tests.) 

The test was conducted in the com- 
pany’s central transcribing division, 
which is a “sound-conditioned” room. 
While the operators undergoing the 
test were seated among a group of 
about 40 transcribers, they were given 
a location where optimum lighting con- 
ditions existed. 

The actual test was conducted under 
the foregoing conditions as follows: 

1. Each operator was given a full 
day’s transcription assignment. 

2. An extra copy of all material 
typed was retained. This material in- 
cluded letters which the typist complet- 
ed (or partially completed on account 
of errors), memoranda, envelope ad- 
dresses, etc. 

3. On the succeeding day each oper- 
ator was given the extra copy of all 
the material she had transcribed the 
day before and was told to recopy it 
verbatim. One operator was given full- 
size single sheets of 8%” x 11” paper 
on which to recopy, the other was given 
a continuous roll of paper for the re- 
copying. Each operator used the same 
typewriter for the recopying work as 
she had used for the original transcrip- 
tion work. 

4. The time taken to accomplish the 
recopying was then characterized as 
“time actually spent in typing” during 
the first day’s transcription operation 
—i.e., the recopying time was inserted 
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as an element of the total time of the 
previous day when a complete trans- 
cription operation was performed. This 
assumption resulted in the distribution 
of total transcription time shown in 
the table below. “Total transcription 
time” is shown as exclusive of a 40- 
minute lunch period and two 10-minute 
rest periods ; it consisted of a net work- 
day of 420 minutes. 
OPERATION % oF NET 
WorkInc Day 
Time Spent in Typing 25% 
Time Spent in Operations 
Other than Typing: 
Obtaining the assignment 
of dictation from Su- 
pervisor. 
Selection of proper orig- 
inal letterheads, copy 
paper and carbons. 
Collate original, copies 
and carbon paper and 
insertion in typewriter. 
Listening in advance to 
corrections and listening 
back on difficult pass- 
ages. 
Consultations with Su- 
pervisor. 
Removal of complete set 
of papers from _ type- 
writer, pulling of car- 
bons and assembly of 
completed product by 
original, first carbon, 
second carbon, etc. 
Selection of proper cor- 
respondence folder for 
transmittal of completed 
product. 
Disposition of trans- 
cribed cylinder. 
Washing of hands prior 
to lunch and prior to de- 
parture from the office, 
personal convenience 
and conversation. 
Total 75% 
Total Transcription 
Time 100% 
Two important conclusions that can 
be drawn from the results of this analy- 


sis are the following: 





1. Since so little time is spent in 
actual typing, no significant increase in 
total output of the transcription division 
is expected by this company from the 
use of more efficient and faster type- 
writer equipment. This becomes more 
readily apparent when it is realized that 
a 10 per cent increase in typing speed 
will result in only a 3 per cent increase 
in units of transcription production ; in 
other words, to obtain a 25 per cent 
increase in total transcription produc- 
tion, an increase of 80 per cent in typ- 
ing speed would be required. When it 
is realized that the operators under- 
going the test were capable of doing 
straight typing at a speed of about 70 
words per minute, it can be recognized 
that an 80 per cent increase in this 
speed is a practical impossibility, due to 
limitations of human physical coordina- 
tion. 

2. The logical place to try to increase 
the production of transcription units in 
the company which conducted the study 
is to attack the 75 per cent figure repre- 
senting time not spent in typing. An 
inspection of the items constituting this 
figure indicates that this question has 
many facets. Thus, use of a different 
type of transcribing equipment might 
tend to reduce the time spent in listen- 
ing back. Closer attention to proper 
procedure by dictators would have a 
similar effect. Reduction in number of 
company letterheads, elimination of the 
requirement for using colored paper on 
carbon copies and the use of “copy- 
settes” (copy paper with carbon already 
attached in sets of two or three) would 
make possible the release of a signifi- 
cant amount of operator time for the 
typing operation. 





* WANT TO MAKE SURE your interoffice memos are more carefully read by 
supervisors? Put them in an envelope and mark them “confidential.” Guaranteed 


to increase readership by 40 per cent. 
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—LawreENceE Stassin in Mill and Factory 12/48 
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Fact Service for Executives 


O aid busy executives in using the vast. amount of helpful information that 

is contained each month in business books and publications, general maga- 
zines, and government and commercial bulletins, Lansing Library Service, a Divi- 
sion of Safeway Stores, Inc., Oakland, Calif., food chain, is performing two un- 
usual services: 

1. Distribution to all executives of a monthly bulletin that lists new publi- 
cations and summarizes their content. 

2. Specialized distribution of digests of important articles and reports. 

The services are being used widely throughout Safeway, it is reported. Valu- 
able articles and reports of specific interest to Safeway executives are listed and 
described in the library’s monthly bulletin, What’s New. This is a printed folder. 
Specialized articles are abstracted and sent out in stencil-duplicated form. 

Each item listed in What’s New carries a serial number. All these numbers ap- 
pear—in proper order—on a library order blank enclosed with the bulletin. Oppo- 
site the number listings on the order form are two columns, one a “loan” column, 
the other a “file” column. If an executive needs a copy only for temporary ref- 
erence, he places a check mark in the “loan” column. A library copy is then 
sent him, together with a transmittal slip indicating when the material is due 
back in the library. Time extensions may be had if necessary. 

Though abstracts of specialized-interest articles are sent automatically to 
groups of executives who might be expected to have most interest in them, these 
abstracts are also listed in What’s New. These listings are preceded by the letter 
“A” to indicate that abstracts, which do not have to be returned to the library, 
are available. 

As a further means of saving time for executives, the What’s New listings 
are grouped according to types: commodities; services; general. In each category, 
— indicate the exact type of information covered by the publication 
isted. 

—Chain Store Age 8/48 


Time Off for Personal Errands 


N A recent survey conducted by the National Office Management Association, 
35 companies reported their policy on permitting personal errands off the 
premises during working hours. 

WHO—48 (82 per cent) granted the privilege to at least one employee cate- 
gory, though only three included all salaried employees. 12: Executives only. 17: 
Executives, and department managers. 16: Executives, department managers, and 
supervisors. 

BY—85 per cent of the companies required that messengers, mail clerks, or 
stenographers carry out the errands, while only 2 per cent permitted the individu- 
al to run his own errand (executives and department managers). 

FOR—32 companies (59 per cent) placed no limitation on items to be ob- 
tained. Limitations to food, newspapers, and cigarettes, singly or in combination, 
were in effect in 16 companies (30 per cent). 38 companies (79 per cent) character- 
ized use of the privilege as unusual. 

TIME—Only 18 firms attempted to estimate daily time consumption for per- 
forming errands; 16 said one hour or less was spent, 10 said 30 minutes or less. 


—VauGuHN Fry in NOMA Forum 12/48 





¢ WAGES AND SALARIES: People are paid wages for doing just the things 
they are told to do. People are paid salaries for doing whatever is up to them to do, 
without being told. The difference in words is small, but the difference in dollars 
is amazing. 

—Management Briefs (Rogers & Slade) 
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Economic Education 


O determine to what extent and 

how management is using house 
magazines to help employees under- 
stand the way our economic system 
functions, the authors made a study of 
360 such publications issued in March, 
1948. These magazines represent com- 
panies big and small, in all industries 
and trades, from all sections of the 
country. 

As many as 206 of the magazines 
reviewed contained nothing which 
would help employees understand our 
system. Of the 154 which did contain 
such information, 97 magazines had 
only one item, 34 had two items, and 
23 had three or more. Many articles 
were poorly handled and therefore 
ineffective. 

Altogether there were 52 items, 
counting 32 on annual reports, which 
tended to emphasize some aspects of 
capital, its sources, functions, and 
earnings. Because of the time of the 
year, annual reports received con- 
siderable attention. Some were repro- 
duced in full, some restated in different 
words, a few summarized, a few quoted, 
and one magazine had a quiz based 
on the report, which had been sent 
previously to employees’ homes. Many 
attempted to play down the size of 
profits. 

A few took occasion to point out 
the relationship between profits and 
employee welfare, stressing the need 
for profits to build and attract capital. 
There was some attempt to show the 
relationship between capital and costs, 
efficiency, product development, prices 
and competitive position—hence to job 
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in House Magazines 


security, living standards, opportunity 
and working conditions. 

Most serious omission was failure 
to emphasize the importance of re- 
serves, which were uniformly played 
down. Reserves might have been com- 
pared with the function of individual 
savings and the analogy carried over 
on a company level to show the need 
for providing against risks in company 
operation, and later job security and 
employment. 

Selling, advertising, and public re- 
lations were covered in 21 items. Gen- 
erally the theme was “returning com- 
petition.” A number of articles made 
the point that the customer is the real 
boss who meets the payroll. If he de- 
cides not to buy, sales fall off, company 
income declines, and job security is 
threatened. 

Several companies explained why 
money is spent for advertising, point- 
ing out its help in creating markets, 
in maintaining and expanding sales, 
and in keeping the company healthy 
and aggressive, thus providing more 
and better jobs. Others neglected this 
opportunity. In doing so, they left un- 
answered the question why so much 
money was spent this way when it 
could have done so much good in the 
pay envelope. 

In other articles, employees were 
urged to build quality, prevent waste, 
help keep down costs, and provide 
better service to customers. The pro- 
found effects on company and worker 
welfare were stressed. Tables were used 
to show monthly scrap losses, in 
quantity and dollars, which could be 
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reduced at substantial benefit to em- 
ployees. One company pictured its 
common tools alongside their cost for 
the year, while another called attention 
to the gasoline shortage and the need 
to conserve fuel to prevent layoffs. 

In 10 articles on the function of 
special departments, no effort was made 
to tie up the work of research, account- 
ing, or quality control with the welfare 
of the business and thus with employee 
welfare. 

Sixty-three articles emphasized some 
aspect of direct application to labor, 
such as cooperation, opportunity, job 
security, productivity, wages, standard 
of living, legislation, and labor rela- 
tions. Some quoted union publications, 
editorials, and newspaper articles to 
advantage. 

The problems of the manager were 
compared with those of the employee. 
Employees’ rights under the Taft- 
Hartley Law were discussed. A num- 
ber of companies tied in the theme of 
opportunity with their employee train- 
ing programs, and one item pointed 
out that opportunity for everyone is 
responsible for our having the highest 
standard of living in the world. 

Several blunders were noted. Com- 
pany officials were referred to in two 
or three magazines as “superiors.” 
The source of one item—a union news- 
paper—was omitted, with the result 
that an excellent article probably pro- 
voked resentment. In some cases, sub- 
jects with some life and conviction 
were smothered in vague generalities. 

Thirty items attempted to point out 
the merits of the free enterprise system. 
Of these, 22 contrasted our system 
with those of socialistic and commu- 
nistic countries. In many, however, the 
point which seems most important for 
workers to understand was not made 
clear—that when the government takes 
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over, whether in Russia, England, 
France, or the United States, the 
worker inevitably gets less instead of 
more. 

There were 16 items dealing with 
inflation, deflation, and business cycles, 
As good a job (if not a better one) was 
done here as was done with less diffi- 
cult subjects. Causes and effects of 
inflation were analyzed. It was pointed 
out that approximately 85 per cent of 
all manufacturing value goes to labor, 
so that if costs go up after wage in- 
creases productivity must be raised to 
offset them, or prices must be ad- 
vanced. Effects of inflation were strik- 
ingly brought out by showing what 
has happened in other countries which 
have gone through inflation. 

Seven articles on taxes were also 
well handled. It was shown that today 
about a third of all income goes to the 
government, and the more the gov- 
ernment spends, the more taxes each 
of us pays. Those. arguing for a planned 
economy never tell us that we tax- 
payers pay the cost. We are the gov- 
ernment and we must stop thinking 
that government owes us a living. 

Probably not more than 25 per cent 
of the companies publishing house 
magazines are making any conscious 
effort to help employees understand 
our economic system. Probably not 
more than a fourth of these are doing 
anything approaching an adequate job. 
There are several reasons for this. 
Some managements say they would 
like to help employees in this manner 
but either feel they know too little 
about techniques to do a good job or 
feel that the time is not yet ripe for 
them to start. 

Many magazines have written to say 
that they have a conscious policy 
against using house magazines for this 
purpose, however. They believe that 
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house magazines should be confined to 
material “of interest,” or “for the en- 
joyment”” or “for the satisfaction” of 
their employees. One cannot help but 
wonder what would be of greater in- 
terest to employees than an under- 
standing of the problems of manage- 
ment and how they are being solved; 


what would be more enjoyable and 
satisfactory than learning what their 
company is doing to make their jobs 
better and more secure. 

By Prentiss L. CooNLEY AND 
Ernest A. Tupper, Washington 
Building, Washington 5, D. C. Nine 
pages, mimeographed. 














Company Store Keeps Wage Demands Low 


ANAGEMENT at Jacksonville (Fla.) Coach Company faced a difficult 
problem last spring. Bus passenger traffic was down sharply; costs were at 
a record high and trying to push higher. The company was in a nip-and-tuck fight 
to break even. The AFL Street Electrical Railway employees’ local at Jacksonville 
was ready to come up with third-round wage demands. Other firms already were 
negotiating on 30- to 40-cent wage demands. The Jacksonville company couldn’t 
give more than five cents an hour without asking for a fare increase—a course 
it didn’t want to take. 

The company’s labor record is considered good by AFL, and employee morale is 
high. So company and union officials could talk informally. As a result, manage- 
ment found that the employees’ biggest worry was high food costs. 

The company put up a $12,000 store building in the Jacksonville Coach yards, 
installed $6,000 worth of modern equipment, spent $10,000 at the start for a wide 
stock of groceries and top-grade meats, and hired an experienced store manager 
and four clerks to operate the store. 

Name tags entitle employees to make purchases at the “trading post” for 
either cash or credit. The tag also may be used by members of the employees’ 
families and is a “pass” for a free ride on company buses to and from the store. 

Markup on items costing up to 12 cents wholesale is %4 cent at the com- 
pany store; on items costing more than 12 cents wholesale, 1 cent. The markup is 
intended to cover day-to-day operating costs; the company meets the overhead. 

Employees found that savings on food are roughly equal to a 15 to 20 per cent 
raise. Possibly as a result, union demands weren’t heavy. Negotiations brought a 
quick and friendly contract agreement. The store wasn’t brought into discussion 
but remains a wholly voluntary offering by the firm for employees. 

Currently the store’s sales were well over $18,000 monthly—with the trend 
upward. Revenue from the markup has been enough to meet running costs and 
to have a little left over. The firm recently built an addition to the original building 


so that it can buy in carload lots at lower prices. 
—Business Week 11/13/48 


Placement Bureau for Laid-Off Workers 


NEW wrinkle in management-union cooperation—a placement bureau for 

laid-off workers—has been launched by Apex Electrical Manufacturing Com- 
pany, Cleveland, Ohio, and its plant unions. Apex, like some other firms producing 
home appliances, has curtailed its workforce. Some 300 already have been laid 
off, and another 700 are likely to be laid off early in 1949. 

The company has set up the Apex Placement Bureau, which has started a 
job-finding canvass of Cleveland industry for the dismissed employees. When the 
bureau had been in operation only two days, it had referred as many as 15 separated 
see to jobs in other firms and interview appointments had been made for 

0 more. 

The bureau is manned by management and union personnel. Unions cooper- 
ating in the plan include the International Association of Machinists, unaffiliated, 
and the AFL units of the polishers, painters, pattern-makers, toolmakers, molders, 


and office worker organizations. 
—The Wall Street Journal 12/20/48 
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Hazards in Labor Arbitration 


NE of the most heartening de- 
O velopments in labor relations 
during World War II was the in- 
creased use of arbitration as the ter- 
minal point in grievance procedure for 
the settlement of disputes arising out 
of the interpretation or application of 
existing contracts. Such confidence in 
voluntary arbitration should be encour- 
aged. Outlined here are four major 
types of hazards in the use of volun- 
tary arbitration,* which, if not avoided, 
may well jeopardize future utilization 
of this method of peaceful solution to 
labor disputes. 

One such hazard lies in the continu- 
ing failure by both management and 
labor to appreciate the fundamental 
distinction between mediation and arbi- 
tration. This frequently results in an 
operating assumption that arbitration 
is essentially a political rather than a 
quasi-judicial process. The most dan- 
gerous manifestation of this lack of 
understanding is a cynical attitude 
toward the process, which results in 
pressure by management and labor to 
obtain arbitrators who are “impartially 
on our side.” Such an attitude must be 
rigorously weeded out. 

The first requisite for the correction 
of this condition is the development of 
a mature understanding by the parties 
themselves of the true nature and pur- 
pose of arbitration. It is essential to 
appreciate the basic difference between 
the “political” function of mediation 
and the “judicial” function of arbitra- 
tion. The essence of mediation is com- 
promise, the major aim is settlement. 
The essential function of an arbitrator 
is an adjudicatory one. Once this is 
clearly understood, it is easier to com- 
prehend why mediation is normally 





* This article discusses both voluntary arbitration 
of “‘interests,’”’ which refers to contract negotia- 
tion disputes, or disputes outside an existing 
contract, and arbitration of “rights,’”’ which 
refers to disputes over the interpretation or 
application of an existing trade agreement. 
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more effective in adjustment of dis. 
putes involving interests and why ar- 
bitration has proved best adapted to 
the final determination of disputes over 
contractual rights. 

A second step is increasing utiliza. 
tion of permanent arbitrators named in 
the contract. Where arbitrators are 
chosen on an ad hoc basis, there is like- 
lihood that each party will soon ex. 
haust its lists of acceptable nominees, 
and there is a tendency for both parties 
to blackball designees of the other, 
There is also a temptation to try to 
“put one over” on the other side in 
the choice of arbitrators. The perma- 
nent arbitrator system has several im- 
portant advantages. The arbitrator is 
the mutually chosen “employee” of 
both parties. He can be carefully se- 
lected for his impartiality and knowl- 
edge of industrial relations. He serves 
the parties over a long enough period 
of time to develop an informed under- 
standing of the problems and difficul- 
ties of the particular industry and the 
particular labor-management relation- 
ship. 

A second hazard in the use of vol- 
untary arbitration is an over-optimistic 
estimate of its effective scope. This 
causes the parties to regard it as an 
all-purpose tool or panacea for the 
resolution of any and all disputes which 
the parties fail to settle privately. 

There can be no hard and fast line 
as to what is or is not an arbitrable 
issue. There can be only a recognition 
that some issues are intrinsically better 
suited to determination by arbitration 
than others. As a general proposition, 
it is perhaps desirable to limit arbitra- 
tion to grievances arising out of ques- 
tions of contract interpretation or ap- 
plication, and to make arbitration of 
disputes outside the contract during its 
lifetime dependent upon a joint ad hoc 
stipulation to arbitrate. Nevertheless, 
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it is extremely important to avoid the 
narrow view that a complaint need not 
be considered unless it involves the 
interpretation or application of the pro- 
visions of the agreement. Sound griev- 
ance and arbitration machinery will 
tread a middle ground between the ex- 
tremes of “blank check” and overly 
narrow arbitration. The parties must 
exercise more than ordinary care in 
drafting these clauses with a view to 
reaching an established mutual under- 
standing as to what normally will be 
considered arbitrable. 

Since the war period, there has been 
an increasing disposition to utilize vol- 
untary arbitration as a means of re- 
solving contract negotiation disputes 
rather than to resort to economic force. 
Before we can embrace voluntary ar- 
bitration with enthusiasm for use in 
final settlement of contract negotiation 
disputes, however, we must take realis- 
tic account of several serious disadvan- 
tages: (1) the weakening of the effec- 
tiveness of voluntary arbitration by 
the virility of the belief that contract 
terms directed by a third party will 
necessarily be unworkable or unrealis- 
tic, that an agreement of the parties 
themselves is always more satisfactory ; 
(2) an absence of standards in arbi- 
tration of interest disputes which makes 
the arbitral task correspondingly more 
difficult and nebulous than in cases of 
contract interpretation or application; 
(3) the fact that injudicious use of 
arbitration in contract negotiation dis- 
putes may cause arbitration to be 
viewed as a substitute for collective 
bargaining rather than as a last-resort 
adjunct to collective bargaining; (4) 
the fact that pressure for political de- 
cisions is likely to be most severe in 
arbitration of contract negotiation dis- 
putes. 

While these difficulties are serious, 
they are not insurmountable. In the 
first place, a long step forward can be 
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taken by a continuing recognition that 
the arbitrator in voluntary proceedings 
exercises a delegated authority. He is 
literally the employee of the parties to 
the arbitration. Such authority as he 
has in the matter stems from the con- 
tract between the parties or their ad 
hoc stipulation to arbitrate. In arbitra- 
tion of contract negotiation disputes, 
the parties can do much to protect 
themselves against the real or fancied 
hazards of placing their fate in the 
hands of a third party by exercising 
particular care in their submission. In 
the absence of a settlement prior to the 
decision stage, the arbitrator has a 
duty to follow the terms of the arbitra- 
tion submission. 

In addition to careful preparation of 
the submission and thoroughness in 
factual presentation, the parties can do 
much to minimize the difficulties of 
voluntary arbitration of contract nego- 
tiation disputes by maintaining a genu- 
ine will to agree if at all possible. 

A final step would be the use of the 
tripartite panel rather than a single 
arbitrator. If a tripartite setup is em- 
ployed, both labor and management 
will have a friend in court during the 
decision stage as well as at the hearing. 
This may serve to prevent serious 
errors of judgment. 


The third danger in the use of the 
arbitration process stems from a ten- 
dency to utilize it primarily as a face- 
saving mechanism, instead of attending 
more diligently to the need for constant 
improvement in handling disputes at 
the negotiation stage or in the lower 
levels of the grievance procedure. An 
arbitration award in such a situation 
may serve to take the heat off the err- 
ing party. The award is reported to 
the constituents with hypocritical dis- 
may, while the arbitrator is denounced 
for being “prejudiced.” The arbitrator 
may even be blacklisted thereafter for 
a conscientious decision on the merits 
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of a case which would never have 
reached arbitration had the offending 
party shown sufficient courage to ad- 
mit a mistake earlier in the dispute. 

Freshly organized unions with a 
militant rank and file are frequent of- 
fenders in this respect. Management 
also errs in this misguided use of the 
arbitration process. The answer to this 
abuse lies in the development of mature 
and responsible leadership on both 
sides of the bargaining table, in a joint 
recognition of the wisdom of smoothly 
functioning, prompt machinery for the 
disposition of grievances as they arise, 
and in cooperation on measures to 
place industrial relations on a positive 
basis so as to anticipate grievances be- 
fore they arise by removing potential 
sources of friction. 

Failure to recognize that too fre- 
quent arbitration may well prove as 
destructive of sound labor relations as 
neglecting to provide for arbitration 
machinery at all constitutes a fourth 





major hazard to the future use of this 
means for peaceful settlement of dis. 
putes. Arbitration can be effective only 
when it is a genuine supplement to, not 
a substitute for, conscientious collective 
bargaining. Too frequent arbitration js 
costly and time-consuming ; it promotes 
a hostile, rigid relationship between the 
parties; it substitutes irresponsibility 
for the indispensable will to agree. 

The prospects for an expanding utili- 
zation of voluntary arbitration are, on 
the whole, promising. It can develop 
into one of the most effective instru- 
ments for constructive and enduring 
progress toward sound industrial re- 
lations. Nothing should be permitted to 
stand in the way of increasing its effec- 
tiveness. It is vital therefore that im- 
mediate steps be taken toward remov- 
ing the hazards to the future of vol- 
untary arbitration. 

By Haroitp W. Davey. Industrial 
and Labor Relations Review, April, 
1948, p. 386:20. 


Federal Wage-Hour Law in Effect 10 Years 


URING the 10 years in which the Fair Labor Standards Act, popularly 
known as the wage-and-hour law, has been in effect, and during the six years 





the Wage and Hour and Public Contracts Divisions of the United States Depart- 
ment of Labor have also enforced the Walsh-Healey Public Contracts Act, al- 
most 112 million dollars in restitution of back wages withheld in violation of the 
minimum wage or overtime provisions of either or both Acts has been agreed to 
or ordered to be paid by more than 150,000 employers to some three million em- 
ployees. This does not include sums collected by employees as a result of employee 
suits under the wage-and-hour law. 

Inspections made for child labor violations during the past 10 years have re- 
sulted in findings that more than 16,000 of the inspected establishments employed 
approximately 60,000 children contrary to the child labor provisions of the wage- 
and-hour law. Of the minors illegally employed, four-fifths were under 16 years of 
age, the minimum age for general employment, and one-fifth were 16 or 17 years 
of age, working in occupations for which an 18-year minimum had been set be- 
cause of the hazardous nature of the work. 

—Labor Information Bulletin 10/48 











MIDWINTER PERSONNEL CONFERENCE 
The Midwinter Personnel Conference of the American Man- 
agement Association will be held on Monday, Tuesday, and 
Wednesday, February 14-16, 1949, at The Palmer House, Chicago. 
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“A Day in Modern Industry” 


IGH SCHOOL students had a good look at American industry recently, 

right from the inside—and liked it. It happened when, on November 30 
jast, 200 seniors from the New Brunswick and St. Peter’s high schools, New 
Brunswick, N. J., took over the Johnson & Johnson plants, lock, stock, and barrel, to 
learn by actual participation how a major industrial enterprise operates. 

It was a Johnson & Johnson experiment in selling the American free enterprise 
system and acquainting tomorrow’s workers with modern management. It proved 
such a success that plans are being made for even more elaborate industry days 
with high school students. The project—‘A Day in Modern Industry”—first of its 
kind in manufacturing history, was originated by the firm’s recreation manager, 
Vincent P. Utz, who adapted it from the “Mayor for a Day” plan. He expressed 
hope that “the J. & J. plan of working with high school seniors here will set a 
pattern for the rest of American industry.” 

The students, gathered in the company’s power plant, from which J. & J. 
officials took them to their designated positions in personnel, traffic, engineering, 
cotton mill, gauze mill, plaster mill, export, legal, and the numerous other depart- 
ments. All races and creeds were represented in the school group. 

First appointment to be kept by 17-year-old president of the company Frank 
Metz was a meeting with top management officers. He urged them on to “greater 
productivity .. . especially on this day when Johnson & Johnson is in the capable 
hands of high school seniors.” 


The Welfare-Fund Issue—An Industry View 


EW, IF ANY, in industry would disclaim the right of an individual to obtain 

a proper wage for his services or deny to the employees of an industry certain 
extra benefits if, in giving such benefits, that industry becomes more productive 
of the things that are needed to build for this country a high standard of living 
and a sound economy. But the management that establishes such welfare funds 
must have extraordinary efficiency in production and an exceptional competitive 
position within our national economy; if not, the choice could be between bank- 
ruptcy of the corporation or industry and elimination of the fund. 

The bituminous coal industry is at present being taxed 20 cents a ton for the 
United Mine Workers Welfare Fund. The trustees of the fund thus far have estab- 
lished no basic limits for the use of the fund. The benefits established indicate that 
the industry is to accept the responsibility for the distress and need of all its workers 
regardless of the origin of such need. But no industry can accept as a production 
cost the responsibility for the full gamut of the ills of man and expect to maintain 
a favorable position in the competition of our national economy. 

The history of the coal industry is one of a sick industry where for better than 
15 years there were lean years only. The last four have been profitable, but under 
very exceptional market conditions. How can that industry guarantee that the bene- 
fits discussed and described by the trustees of the Mine Workers Welfare Fund 
will be paid 10 or 20 years from now? Or, if this fund had been established 25 
years ago, would it have survived the vicissitudes in between, and would it now be 
in vigorous health and paying benefits, the right to which had accumulated over 
that period of time? 

Other aspects of the problem are equally important. The delegation of taxing 
authority to the labor monopolies has transferred from the individual to the group 
the ability to determine the use of the wages of the individual. This transfer is 
contrary to the basic philosophy of the American political system. 

Except as a man is convinced that there is individual profit to be obtained will 
he exert his energy to its limit. Therefore, if this industry has a competitive ad- 
vantage within the fuel economy of the nation, and if, by the ingenuity of the 
management of our coal-producing corporations, we can increase the efficiency of 
production, and if, by close cooperation between employees and employers of the 
industry, we get the full application of the productive energy of all employees, 
then these should be represented in the wages to each emtloyee and the dishosition 
of these wages should be his individual right. Such benefits as he wishes let him 
purchase through the channels of insurance or savings as he sees fit, but the 
responsibility of the industry for anything beyond that of the full and just wage 
should be limited to providing for the distress and need derived directly from 
service in the industry. 

—Josrerpn E. Moony (President, Southern Coal Producers’ Assn.) in The Journal of Commerce 
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Off on the Right Foot 


N the sphere of new employee in- 
doctrination, companies normally 
fall in two groups: (a) those that 
overwhelm the new employee with 
material; (b) those that have no ma- 
terial at all. In the past few years, the 
so-called indoctrination film has been 
making strides. Unfortunately, the be- 
lief is widespread that in order to pro- 
duce an indoctrination film you must 
bring in a professional studio, com- 
plete with director, cameramen, script 
girls, and at least five tons of miscel- 
laneous hardware. This is in line with 
the regrettable theory that in order 
to sell free enterprise it must be done 
on the level of a Hollywood premiere. 
The whole job of preparing a good, 
thoroughly effective indoctrination film 
can be done for an average-size com- 
pany for the small matter of a few 
hundred dollars and a lot of plain 
horse sense. You don’t need a pro- 
fessional studio any more than you 
need four hands. 

Here are some pointers to bear in 
mind : 

1. The slide film is better than the 
moving picture. It’s a more flexible, 
less costly medium. 

2. Human narration is better than 
mechanical. It’s also a whole lot 
cheaper. But one of the major faults 
with local plant indoctrination slide 
films is that the narration itself isn’t 
particularly good. It’s a rough-shod 
job. The copy ought to be carefully 
worked over; its language should be 
simple. The points to be covered should 
be agreed upon in advance, and each 
point should be clearly developed. The 
narrator ought to have a pleasant 
voice but not a professional voice. His 
text should be read until he has com- 
mitted it to memory, and he shouldn’t 
wander from it. 
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3. Don’t try to cover everything at 
one sitting. You’re trying to make the 
new employee, who may be a little 
baffled by everything, at ease in his 
new surroundings. So, while the his- 
tory of the company may be fascinat- 
ing to you, you should dispose of it in 
a single slide or maybe two for the new 
employee’s benefit. Also, don’t go into 
too many mechanical details regarding 
the operations—you want to give him 
an over-all impression, and such tech- 
nical pictures slow down the action and 
fog up the thinking of the employee. 

4. If possible, stay in color. Good 
colored slides are more effective than 
black-and-white. Try to avoid mixing 
them. 

5. Watch the timing. Just as a sug- 
gestion, try for a program of not more 
than a half hour. If you discover that 
your typical audience doesn’t get rest- 
less and you have other slides to add, 
try them. But remember: Your story 
is capsuled in the first place and thus 
not too easy for the newcomer to ab- 
sorb. 

6. Try to get discussion started 
afterward. There are bound to be 
questions in the minds of the audience, 
but new employees are shy to present 
them. Therefore it is a good plan for 
the narrator to be armed with a few 
himself, to get the discussion started. 
It is not smart to break up such gather- 
ings without an attempt to answer 
questions the audience might want to 
ask, so encourage them. Post-picture 
discussion has this added advantage: 
The questions often suggest possible 
changes in the presentation itself. 

7. Get your foremen into the act. 
They know, probably better than any- 
one in the company, the questions that 
are on the new employee’s mind. In- 
vite them to discuss the project with 
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you first, get them to agree on general 
content and approach. Then give a 
preview for them and make whatever 
constructive changes they recommend. 

Any plant anywhere has an amateur 
photographer among its personnel en- 
tirely qualified to do the picture end 
of the job. As indicated in Point No. 2, 
watch the narration. That’s got to be 


good, or the program won’t do the 
right sort of job. 

An indoctrination slide film is a 
good investment for any company. It 
can help get a new employee off on 
the right foot. Management is going 
to need plenty of that in the precarious 
days ahead. 

The Score (Newcomb & Sam- 
mons), Vol. III., No. 3, p. 3:2. 











Department Store Workers’ Wages in 16 Cities 


EEKLY earnings of workers in a group of selected occupations in depart- 

ment and women’s ready-to-wear stores varied considerably within each 
ot 10 cities for which studies were made in April, 1948. The variations among the 
non-selling jobs reflected differences in degree of skill and responsibility; among 
the selling jobs the variations resulted trom the commission method of wage 
payment, which in its application provided for higher earnings in some departments 
than in others. Workers in supervisory and administrative categories were not 
included in the studies. 

Among women salespersons, those selling furniture and bedding were the 
highest-paid group in six of the nine cities for which data on this occupation could 
be shown. These workers averaged $99.59 a week in Philadelphia, the highest 
earnings for any women’s group among all cities. The intercity range in saleswom- 
en’s average earnings in women’s accessories departments were from $46.94 to 
$31.66; in women’s dresses, from $53.31 to $33.74; and in women’s suits and 
coats, from $59.27 to $37.14. 

Among the women’s non-selling group of occupations (other than office 
workers), fitters of women’s garments generally had the highest earnings, with 
a range among the 16 cities from $56.25 in New York to $33.78 in New Orleans. 
Generally, two other occupations which accounted for relatively large numbers of 
workers—passenger elevator operators and cashier-wrappers—were considerably 
lower in the earnings scale. The city averages for passenger elevator operators 
ranged from $39.59 in Pittsburgh to $19.11 in Atlanta; for cashier-wrappers, from 
$36.27 in Ooakland to $22.45 in New Orleans. 

Among office workers, women general stenographers averaged $43.01 in the 
highest-pay city for the occupation; the average in four other cities was above $40, 
and the lowest figure was $31.72. Comptometer-type calculating machine operators 
had averages falling within the $30-$40 bracket in the 15 cities for which data in 
this occupation were shown. 

Men selling major electrical appliances were the highest-paid workers in nine of 
the 16 cities, those selling furniture and bedding were at the top level in five others, 
and floor coverings and men’s clothing salesmen each led in one. 

Men’s clothing salesmen, among 15 cities for which data were shown for 
this occupation, had weekly earnings ranging from $119.20 to $58.64, with the aver- 
ages in three cities exceeding $100 and in five being between $80 and $100. Men’s 
furnishings salesmen showed substantially lower earnings; the highest city average 
was $64.66, and average earnings in the other cities ranged down to $33.35. Only 
seven cities showed averages in excess of $50 for this occupation. 

Men porters (cleaners), constituting a relatively large non-selling group in 
all cities averaged slightly more than $25 a week in two cities, between $30 and 
$40 in 10 cities, and over $40 but less than $45 in the other four. Stockmen (selling 
sections), another numerically important group, had average earnings of less than 
$40 in all except two cities (data not available for one other). Furniture finishers 
averaged more than $40 a week in all cities; in fact, the average exceeded $50 in 
10 cities, with four being above $60. Maintenance carpenters (usually the highest- 
paid non-selling job studied) in three cities had average weekly earnings exceed- 
ing $80, and in the four others for which data could be shown they averaged above 


$60 a week. 
—Kermit B. Moun in Monthly Labor Review 11/48 
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Does Your Bulletin Board Need a ‘‘New Look''? 


HE lowly bulletin board—long-time dust collector, haven for rusty thumb 

tacks, musty hawker of the trite and trivial—is finally having its face lifted, 
A Forbes survey of more than 500 labor relations and personnel people reveals that 
over 60 per cent of the companies are now dressing their boards with a “new look.” 
The reason: a somewhat sudden awakening on the part of management that 
despite all the fancy fluff of news-letters, house organs, in-plant broadcasting 
systems, etc., the bulletin board, in many respects, is still the most inexpensively 
effective tool in the whole field of employee communications. 

Your bulletin board, whether it be in the office or the plant, should be a 
strictly home-grown product. Items covered should be varied and should have a 
direct appeal to the reader. 

But there are a host of other things to remember if you want to make this 
medium of employer-employee camaraderie hit on all cylinders. Robert Newcomb 
and Marg Sammons, a husband-and-wife team who have helped scores of com- 
panies to revamp their employee communications set-ups, have plenty of good 
advice on the subject: 

1. Put your bulletin boards in places where they can be seen and read con- 
veniently without making it necessary for an employee to step over or under a 
pile of equipment. They should be near but not in congested areas. But the board 
that’s in an isolated spot away from employee traffic is practically worthless. One 
of the best spots, according to this duo of experts, is the rest room. To the cau- 
tious executive who says that employees shouldn’t be encouraged to loiter in rest 
rooms, the practical answer is that they do anyway, so why not make their loiter- 
ing worth while with good reading. And keep this tip in mind: Your board should 
be at eye level. If it’s too high or too low, much of its messages will be missed. 

2. Physical appearance of bulletin boards is most important. First of all, they 
should be covered with glass. Second, they should be kept free from dust, excess 
thumb tacks and curling papers. And be sure to check the lighting. 

3. Don’t clutter up the board with too much material. Contents of each board 
should be readable in two and one-half minutes. 

4. Timing: Material should be changed at least every 10 days. The new trend 
is to clear the boards every three or four days, but a lot depends on the type of 
information you have. 

5. Variety: This is the crux of the successful bulletin board technique. A mix- 
ture of company news and gossip, a photo or two—these are the best medicine for 
an ailing board. 

6. Responsibility: It’s important that one person should be delegated the re- 
sponsibility for keeping your board neat and up-to-date. 

7. Writing: Keep the English simple, and the messages short. 

—-LawrENCE STEsSIN in Forbes 11/15/48 


Older and Safer 


LDER workers have better records in both injury and absenteeism rates 

than younger employees. That’s the finding of a recent Bureau of Labor 
Statistics survey. 

This is particularly reassuring news for plant personnel departments right now, 
for the tight labor market has set many companies to hiring older workers again. 
Here’s what the BLS report shows: 

A 55-year-old male employee, for example, takes only half as much time off 
from the job as does the youngster under 20. He is sick more often, but illness 
accounts for only one-third of all absences. The steadier, more settled work 
record of the older employee offsets the time he loses because of illness. Among 
women, absenteeism also declines with age, but not so sharply. 

Workers in the late 20’s are injured most often. Thereafter, the injury rate 
(particularly for the more important class of non-disabling injuries) drops rapidly. 
The frequency rate of injuries for workers over 60 is less than one-third that 
for workers in the late 20’s. (One reason, of course, is that many of the older 
workers are shifted into less hazardous jobs.) 

Once they are hurt, older workers take longer to recover. They may require, 
on an average, 50 per cent more treatments per injury than younger employees. 
But this still isn’t enough to offset their better showing in safety performance. 

—Business Week 9/11/48 
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Production Management 


Labor-Management Cooperation Pays Off 


OR years labor relations at the 

Monarch Knitting Mills’ Dunnville 
(Canada) plant were neither bad nor 
good. Resentment and antagonism 
caused by faulty communication smol- 
dered below the surface. These feelings 
erupted early in the war in a short- 
lived and unsuccessful strike. The 
union collapsed with the strike. In 
recognition of a bad situation, how- 
ever, management decided to adopt 
more positive personnel policies. 

When employees again showed in- 
terest in organization, no resistance 
was offered, and in January, 1946, 
an agreement was signed with Local 
736 of the Textile Workers Union of 
America, recognizing it as the exclu- 
sive bargaining agency for all produc- 
tion employees. The union repaid 
management’s acceptance of collective 
bargaining by stressing the responsi- 
bility of the workers to management 
and their joint interest in good pro- 
duction. 

Following a year of experimental 
labor-management relations, a Labor- 
Management Production Committee 
was established in April, 1947. Over 
50 suggestions for plant improvement 
were forthcoming at the first two meet- 
ings of the committee, and a steady 
stream of ideas continues to flow 
through committee channels. These 
suggestions have been secured without 
the usual inducement of individual 
cash awards. 

A tour through the plant reveals 
many concrete examples of the com- 
mittee’s value. It must take credit for 
the fluorescent lights installed through- 
out the plant; so, too, for the new 
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yarn bins of several types, all con- 
structed of a light lattice framework 
lined with cardboard as a result of 
complaints that slivers and other for- 
eign matter were getting in the yarn 
from the rough boxes formerly used 
for this storage. 

One of the recurring problems in 
a knitting mill is the fluff or “flyings” 
from the dark-colored yarns, which 
adhere to the light-colored yarns and 
soil them. Dividers help to solve this 
problem now throughout the plant. 
At the cutting tables, for example, girls 
work on either side handling different 
garments. A partition about 6 inches 
high runs down the center of the table, 
prevents any contact between their 
work. Yarn bobbins are now covered 
with cotton bobbin covers (made at 
the plant) until ready for the machines, 
thus protecting the bobbin completely 
from dirt and splinters. These were 
suggested to replace the old paper 
coverings which often tore. 

By far the greatest proportion of 
suggestions has been concerned with 
the improvement of working condi- 
tions—cupboards for street clothes, 
overshoes constructed to plant specifi- 
cations, and various safety devices. 
Wherever possible, these have been 
adopted, and the great majority of 
them are now in effect. Willingness 
to go more than half way in meeting 
employees’ needs is a first step in de- 
veloping the cooperation which means 
greater interest in work and less em- 
ployment turnover. 

As an example of this teamwork, 
the committee broke a bottleneck in 
the finishing room, where production 
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was being held up for lack of skilled 
labor. Twelve former employees of 
known skill in the town refused to 
come to work for the company. How- 
ever, the committee took over the 
problem. All 12 workmen were inter- 
viewed by Monarch employees who 
told them about the improved working 
conditions, the new recreational facili- 
ties, rates of pay, etc. As a result, four 
skilled operators came to work and 
the bottleneck was broken. 

Steps have been taken to improve 
plant ventilation and heating, which 
affect product as well as employees. 
In addition, washrooms have been en- 
larged and improved. Extensive repairs 
have been made to floors and stair- 
ways. In return, the company has re- 
ceived valuable assistance on specific 
plant problems from the committee, 
which has improved the efficiency of 
the plant training school and reduced 
absenteeism to a minimum. 

The original committee was based 
on a pool of 15 employee representa- 
tives, formed after submission of 15 
names by the union and 15 by man- 
agement. In many departments the 
same people were chosen, and where 
names differed selection was made by 
lot. Ten of those chosen formed the 
production subcommittee, three were 
assigned to the safety subcommittee, 
and the remaining two to publicity. 
The labor chairmen of these three 
subcommittees represent the employees 





on the Labor-Management Production 
Committee, while the divisional mana- 
ger, plant manager, and production 
superintendent represent management, 

Subcommittee meetings are all in- 
side the plant after working hours, 
with refreshments provided by the com- 
pany. Here suggestions are screened 
referring to the business of the sub- 
committees, and matters are discussed 
for inclusion in the LMPC agenda to 
be held a few days later. Safety makes 
monthly inspections of the plant. Pub- 
licity prepares posters and other mes- 
sages for the bulletin boards, keeps 
production charts up to date in all 
departments. 

LMPC meetings are held monthly 
during noon hour, in the conference 
room—seldom take more than an hour 
and a quarter. Visitors to these meet- 
ings have included officials of the union, 
foremen, management officials and 
others. The maintenance superintend- 
ent is a regular attendant, as so many 
of the suggestions involve his depart- 
ment. 

A management official sums up the 
company’s attitude: “We are not look- 
ing for any startling production ideas 
from our employees. What we do want 
is to know what’s on their minds and, 
in turn, to be able to tell them what 
we're planning. It is the closer contact 
with the employees which we consider 
the most valuable part of the LMPC.” 

By H. Ross RvuTHERForD. Plant 
Administration, May, 1948, p. 17:6. 








SPRING PRODUCTION CONFERENCE 
The Spring Production Conference of the American Man- 
agement Association will be held on Tuesday and Wednesday, 
April 12 and 13, at the Waldorf-Astoria, New York City. 
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Why Neglect Incentives 


for Indirect Workers?* 


By PHIL CARROLL, JR. 


NEQUAL earning opportunities 

cause difficulties of many kinds. 
A higher base rate paid to one man of 
several on like work starts the cry of 
favoritism—‘“foreman’s pet.” Higher 
incentive earnings made by an individu- 
al move some to say, “he gets all the 
gravy jobs.” It is not the amount but 
the difference that causes the trouble. 
This is the basic reason why it is a mis- 
take to neglect incentives for indirect 
operations. 


The difference we are talking about 
is not a few cents per hour. Small 
amounts will cause trouble enough, but 
incentive earnings at expectancy are 
large amounts. Twenty-five per cent is 
a general figure. That would equal ap- 
proximately 25 to 40 per cent per hour 
at current rates of pay. Thus normal 
incentive earnings amount to about as 
much as two wage increases. 


There is another difficulty, perhaps 
more important. We might call it loss 
of prestige. It enters the problem be- 
cause the middle group of employees on 
incentive earn more than the skilled 
mechanics. This is adding insult to in- 
jury. The skill differential has already 
been substantially closed by the raises 
“across the board.” Continually tipping 
the line leaves little incentive to serve 
an apprenticeship. We are killing off 
the willingness to “venture capital in- 
vestment” in learning a trade. 

Further, though we agree that it 
should not be so, many people measure 
success by dollars. Regardless, this 
faulty yardstick creates an unfavorable 
attitude. Whether failure to advance is 





*From an address before the Hudson Valley 
Management. 
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attributed to discrimination or lack of 
incentive, the money measure empha- 
sizes such failure. This is important 
because almost every employee attitude 
survey shows “chance for advance- 
ment” ranking well above “higher 
pay” as a desire. 

The differential in earnings result- 
ing from incentive is too large to be 
overcome by base-rate juggling. More- 
over, phony merit increases or padded 
job evaluation cannot solve this prob- 
lem. Rather, unearned increases given 
to non-incentive people will undermine 
the incentive plan. For example, let 
us assume that two jobs have an 
evaluated base rate of $1.00. Suppose 
one of these has incentive opportunity 
with earnings of $1.25 per hour. If 
pressure results in an increase of five 
cents per hour to those not’ on in- 
centive, the differential becomes only 
20 cents per hour. Thus the true in- 
centive has declined from 25 to 19 
per cent ($.20/$1.05). Besides, the 
evaluation of one or the other of these 
jobs is now in error. 

Patchwork remedies should be 
recognized for what they are. Such 
arbitrary payments to non-incentive 
people represent the costs of time- 
study work not done. Moreover, they 
can run into sizable amounts. In one 
plant, the demanded increase to non- 
incentive employees would have paid 
the salaries of 40 time-study men. Not 
only would these increases not solve 
the problem, but they would not pro- 
duce one particle of time-study work. 
Time-study would be additional. I say 
additional because, in my opinion, the 
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problem cannot be solved by ‘any 
means other than time-study. 

Many managements think the time- 
study approach is too expensive. They 
discard it on this assumption without 
even trying it, then look for so-called 
simple solutions. These take the forms 
of over-all melon-cutting or ratios, 
both of which are unsound for two 
basic reasons: (1) There is no con- 
stant ratio of indirect to direct work- 
ers. (2) Without time-study, any 
quota for indirect workers would 
have to be set from past performance, 
and obviously such a basis would be 
unfair to the direct workers. The 
amount of work required of the in- 
direct employees for equivalent incen- 
tive payment would be less than that 
required of the direct workers. 

There is another more important 
consequence of these approaches to 
the problem. Without time-study, 
there would be no record of work done 
for the allowances made. This defect 
would continually haunt the adminis- 
tration of the incentive “scheme” be- 
cause the relation of indirect to direct 
work changes with every change in 
method of either. And in the absence 
of work specifications, there would be 
no logical way to revise the indirect 
allowances. Arbitrary “rate cutting” 
would have to be the method of ad- 
justment. 

A further defect in these so-called 
“practical” solutions is that they are 
group plans. They cannot measure in- 
dividual performances. They cannot 
pay for extra work except on the 
basis of an average. Hence there is 
no better measure of skill and ability 
than existed before the allowances 
were set up. 

Incentives for indirect operations 
are more necessary than those for 
direct, if we think only of certain fac- 
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tors. For instance, all mechanical im- 
provements raise the amount of 
indirect work required. More mainten- 
ance men and toolmakers are needed 
when the processes are tooled up for 
better methods. In general, every 
move toward methods improvement 
raises the overhead. As more and more 
indirect workers are added, it becomes 
increasingly essential to cease neglect- 
ing their incentives. As the overhead 
rises, we have to improve our cost 
analyses. Both objectives can be at- 
tained through sound time-study. 

The gradual shifting of cost from 
direct labor to overhead has caught 
many of us asleep. We continue cal- 
culating direct material and _ labor 
costs to the fourth decimal place, while 
spreading the overhead with a shovel. 
Consequently, much of our cost finding 
is pure waste. 

Incorrect overhead allocation is 
serious. The defects arise because we 
use a simple method, though we have 
widely diversified production. That 
means we habitually spread certain 
overhead costs on products that do not 
create those costs. 

Granted that indirect labor is only 
part of overhead, it is a major part in 
many plants and, as has been pointed 
out, its proportion is rising. Thus it 
becomes increasingly important that 
we provide incentives for indirect em- 
ployees and, at the same time, obtain 
the measures of work as they relate to 
the several products. 

Incentives for indirect workers 
should be approached through time 
study. In so doing, two of the pre- 
viously mentioned errors will be 
avoided. The time studies will provide, 
first, a record of the work done; and 
second, a fair measure of that work. 
Moreover, time-study standards will 
permit the application of much indi- 
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rect labor to the product as exactly as 
direct labor now is applied. In other 
types of indirect labor, the measure will 
clearly show how to charge the indi- 
rect costs. 

Beyond these advantages, time 
study should be used for another rea- 
son. We know that productivity per 
man-hour has leveled off. But how 
many of us know what an important 
part lack of planning has played in 
this deficiency? Planning or super- 
vision is the big factor in the difference 
between productivity on daywork and 
on incentive. With or without incentive, 
however, direct operations have been 
geared to delivery dates and other con- 
trolling elements; thus they have al- 
ways involved a certain amount of 
planning. In contrast, indirect opera- 
tions are not so easily planned, but 
the necessity for planning indirect 
work has never been so pressing. As a 
result, much improvement can be 
made by planning alone. Such will be 
clearly indicated in a series of time 
studies. 

A recent incident will illustrate. A 
production supervisor phoned the 
maintenance department calling atten- 
tion to a leak in the roof. Two carpen- 
ters with woodworking tools were 


dispatched to make repairs. They re- 
turned to their base after a while to 
report that the roof was made of 
concrete. So other men were assigned 
to make the repair, and the foreman 
continued to stay in his office. 

No wonder we pay for so much 
backtracking for tools, materials, and 
instructions. The process should be 
reversed. Remember that much of 
maintenance is planning or, perhaps 
more properly, engineering. The 
supervisor should first do the engin- 
eering and planning; then his main- 
tenance crew will get more done 
correctly the first time. 

These wastes of effort go on every 
day. They would be perpetuated under 
any over-all or ratio type of coverage 
incentive. The way to get at the causes 
is by analysis with time-study. 

The trend today points definitely 
toward even greater proportions of 
indirect employees. Thus the costs of 
indirect operations will be misapplied 
to the product with increasing error. 
Further, the problems of earnings dif- 
ferentials will not solve themselves 
through postponement. Why don’t we 
go to work and set up satisfactory in- 
centives for the indirect workers by 
means of sound time-study? 


Some Current Trends in Wage Incentives 


O GET an up-to-date picture of industry’s wage incentive practices, Factory 

Management and Maintenance recently sponsored a survey of 96 plants in vari- 
ous manufacturing fields. Some highlights of the survey, which was conducted by 
Stephen Havasy & Co., Chicago, are presented below. 

Current trend is toward the standard-hour incentive plan, and the over-all 
(plant-wide) bonus is gaining favor, especially in small plants. A trend previously 
observed—in a 1946 survey—toward more extensive use of standard time data and to 
more precise labor standards continues. Far more extensive use is being made of 
labor standards for cost purposes than in 1946. 

Replies to the question: “What are the total financial earnings of an aver- 
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age productive employee on incentive, expressed as a percentage of straight-time 
base pay?”, range from 102 to 165 per cent—with an average of 124.4 per cent. For 
each type of wage payment plan, ranges are as follows: 


Range Average 
ces aN hp eseanaacnicooueye 118 to 165% 137.7% 
Standard hour—100% premium  ................cccccccceceeseeeeee 102 to 142 118.4 
Standard hour—less than 100% premium ......................... 121 to 131 120.4 
RE A NS eo, Sica datohacechvabendunascentacastaphicoscneasssedens 120 to 145 129.0 
ELL ARLE ET 106 to 145 11 


9.5 
Thirty-eight of the 96 plants use more than one wage plan. Of these 38, two use 
five plans; five use three plans; and 31 use two. Of the 38, all except five plants use 
straight daywork as one of their plans. Of the 12 plants with over-all bonus plans, 
10 pay in one way only, two pay in more than one. 
The 96 plants use a total of 145 plans as follows: 


Plants Per Cent 
EG ESET ENING Oe CSc Ee PROTON Cee EER, 67 70 
i ia cla ghd sa ci can ch Bek abisccaieeslasadsduandboudanasouiaaateccsastond 26 27 
SUMAN BATEE 10095 PPGITIUID .........0.00.c.csseserssicsnsseseoosssessnososesonseseosdsnaconseses 23 24 


Over-all bonus—based on total production or profits, whether paid 
weekly, monthly, semi-annually or annually (pension, annuity, 






health, and insurance plans not included) a 13 
MUI I aan ssescainssincasisssecesssasesssainnconesess : § q7 
Standard hour—less than 100% premium 6 6 
Point or unit icon 4 


The firms surveyed were classified in two groups. Of the 67 Group I plants—i.e., 
those in the categories of: metal parts; assemblies and machines; assemblies made 
from metal and other materials, such as pens, pencils, and musical instruments— 
32 per cent indicated that the union participates in the time-study or rate-selling pro- 
cedure. In the case of the 29 Group II plants—i.e., those in the fields of steel; 
sheet metal and tubing; paper and paper products; rubber, plastics, and leather; 
chemicals; non-ferrous metals—33 per cent said that the union so participates. 

The union participates in the job evaluation procedure in 50 per cent of all 
Group I plants and in 33 per cent of the Group II plants. 

Respondents were asked whether they anticipate more union participation in 
the near future in their plants in time study and/or job evaluation procedures. 
Twenty-one per cent of all cooperating plants answered “yes”; 73 per cent, “no”; 
6 per cent vouchsafed no opinion. 

—Factory Management and Maintenance 10-48 


What Part of Manufacturing Costs Represents Direct Labor? 


D IRECT labor costs range from 5 to 60 per cent of manufacturing expense. 
This fact was uncovered in a recent Mill & Factory survey, conducted among 
all sizes and types of manufacturers. An average of all the replies received 
gives a direct labor cost of 32 per cent of manufacturing expense. 

Other highlights of the survey findings follow: 

Labor costs as a proportion of total manufacturing costs are higher now than 
prewar, according to 71 per cent of the respondents; on the other hand, slightly 
over 20 per cent state that this proportion is now lower than prewar. The remainder 
claim it is about the same. 

Higher wages paid employees and low employee productivity are the two chief 
reasons given for present higher proportion of labor costs. 

Fifty-five per cent of the respondents expect to improve their labor costs in 
the near future, mainly by the use of more efficient machines and technological 
methods. 

—Mill & Factory 10/48 





* QUALITY is never an accident. It is the result of discriminating judgments 
brought to skillful execution through sincere effort and maintained by careful 
supervision. 

—Frank Campins (President, Polymer Industries, Inc.) 
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Company Practices Regarding Outside Inventions 


N order to get a picture of the 
I practices of manufacturers with re- 
gard to outside inventions, NAM re- 
cently conducted a survey of repre- 
sentative companies in all fields. Replies 
were received from 537 concerns. 
Results of the survey are presented 
below. 

Ninety-two per cent of the survey 
respondents stated that they are re- 
ceptive to new ideas originating from 
outside their own organization. Of 
this number, 48 per cent said they 
accept the ideas of independent in- 
ventors as an incidental source for the 
development of new products or means 
to improve existing ones. Twenty-nine 
per cent are of the opinion that the 
independent inventor is a potential 
factor in their business, and 23 per cent 
also actively encourage the submis- 
sion of outside inventions. A small 
number (8 per cent) of the companies, 
on the other hand, indicated that they 
are not receptive to outside inventions. 

Replies to an inquiry as to whether 
they depend upon outside inventions 
entirely, frequently, occasionally, or 
not at all, broke down as follows: 60 
per cent depend occasionally on out- 
side inventions, 12 per cent frequently 
depend upon them; only 28 per cent 
do not depend at all upon them. 

One question was: If you use out- 


side inventions, do you prefer to: 
(a) purchase outright? (b) take li- 
censes? (c) no fixed preference? In 
using outside inventions, 45 per cent 
have no fixed preference. Twenty-three 
per cent said they purchase the in- 
vention outright, 25 per cent said they 
prefer to take licenses only, and the 
rest do one or the other—depending 
upon the case. 

The execution of an agreement to 
establish the circumstances under which 
a company examines an outside in- 
vention or an idea as to business 
methods is required by 21 per cent 
of the reporting companies. Many 
stated, however, that each case sub- 
mitted required special handling and 
an individual agreement. 

Many companies indicated that they 
caution an outside inventor to protect 
his interest before disclosing to them 
the details of his invention. They state 
that the invention usually is not con- 
sidered unless the inventor has already 
filed a patent application or has re- 
ceived a patent. Some concerns also 
execute an agreement prior to dis- 
cussion of the idea in order that the 
rights of both the inventor and the 
company may be protected. 

From Trends in Industrial Research 
and Patent Practices. National Asso- 
ciation of Manufacturers, 14 West 49th 
St., New York 20, N. Y. 80 pages. 


Can You Play, or Can't You? 


O one really cares what effort you put into your work. Who is concerned 
N about how long it took you, how many cups of coffee you had to drink, how 
late you sat up, what obstacles you had to overcome? If you are working for a 
business man, he does not want to listen to a story-teller; all he cares about is 
results. Have you done the job he wants done? Will it produce results? 

As Trevor Gautier says, “When Mrs. Brady calls up Mrs. Broody to welcome 
her back from the hospital and invite her to play bridge, she doesn’t want to hear 
all about the operation. She wants to know, ‘Can you play, or can’t you?’” 
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—Net Results 12/48 
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Current Problems in Controlling Salesmen’s Expense Accounts 


ITH THE smoke over Pearl 

Harbor there rose a flock of 
expense account problems that remain 
today to plague the postwar sales exec- 
utive. Hotel and travel accommodations 
became hard to get—and expensive. 
Excess-profits taxes made management 
slap-happy about expenses. Many a 
salesman, caught between the cost of 
living and the government salary 
freeze, looked to management approval 
of a “liberalized” expense account for 
extra compensation. 

Most sales executives feel that ex- 
penses will never revert to prewar 
levels. At the same time, they want to 
be sure traveling expenses make sense. 
This can be done by check and control 
of either the individual expense reports 
or of traveling expenses in total. 

For the control of individual expense 
reports, a soundly designed expense 
report form is important. Such control 
involves two steps: establishment of a 
clear-cut policy on expenses, and use 
of some sort of yardstick for measuring 
the validity of individual reports. 
Policy needn’t be complicated, but it 
should be specific as to when, where, 
under what circumstances, and within 
what limits given traveling expenses 
are allowable and payable, covering: 


1. Pullman transportation. Many com- 
panies don’t allow Pullman on day- 
time trips or trips of less than, say, 
100 miles. 

2. Plane travel—when permissible and 
how handled. 

3. Travel by car—reimbursement for 
use of personal cars on business; 
extent to which company-owned cars 
may be used for personal travel. 

4. Hotel accommodations — rates pay- 
able, etc. 
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5. Meals. Some companies don’t pay 
for lunch, for example, when a sales- 
man is working in his home town. 

6. Entertainment. Prior approval may 
be required, or there may be limita- 
tions on type and amount per- 
missible. 

7. Long-distance telephone calls and 
telegrams. Some companies won’t ac- 
cept collect long-distance calls from 
salesmen. 

8. Taxis—extent to which they may be 
used. 

9. Tipping. Some companies require 
that tips be included in the cost of 
meals or transportation as reported. 
Others require that they be reported 
separately. 

10. Other policy items, and the channels 
through which expense reports are 
routed. 


A number of things must be con- 
sidered in setting up an expense pol- 
icy: (1) Company size (policy must 
be more detailed in a big organization 
than in a small one); generally, the 
distance between management and field 
representatives is the controlling factor 
—the greater the distance, the more 
detailed the policy. (2) The type of 
salesman and the job he does; a man 
doing a routine job on a modest scale 
doesn’t require such liberal treatment 
on expenses as does a top-management 
man calling on high-powered execu- 
tives. (3) General practice in the 
industry should also be taken into 
account. 


The yardsticks that can be applied 
to the individual expense report take 
five different forms, each having dis- 
tinct advantages and disadvantages: 

(1) The flat per-diem allowance. 
This simplifies accounting and _ fur- 
nishes an accurate forecast of costs, 
but the salesman is tempted to cut 
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corners and reserve for himself the 
money he doesn’t spend. There is al- 
ways an argument too as to whether 
the allowance should be the same for 
every man or for every territory. Fur- 
thermore, it throws the burden of 
maintaining tax records on the sales- 
man. 

(2) Audit by the sales or accounting 
department. Audits allow for the appli- 
cation of judgment to specific circum- 
stances, hence are more flexible than 
other methods. On the other hand, 
overspending becomes a matter of 
opinion, as there are no absolute stand- 
ards. 

(3) Comparison with other sales- 
men. This helps to show up chronic 
overspenders ; but at the same time it 
encourages the economical man _ to 
spend more freely and requires fre- 
quent analyses to be effective. 

(4) Comparison with actual costs. A 
comparison of expenses reported with 
railroad rate guides, hotel directories, 
and so on, spots poor routing but de- 
mands considerable clerical time to be 
accurate. 

(5) Specific maximums for all 
major expenses. Allowances for hotel 
rooms, meals, and other items affords 
effective control but requires careful 
study before setting of the maximums ; 
becomes complicated when territorial 
differences must be taken into account. 

One manufacturer has solved his 
problem nicely. He has no two sales 
territories which are directly compar- 
able. From time to time the sales 
manager figures the average amount 
spent by each salesman per day in the 
field. Where the salesman can return 
to his base several times a week, ex- 
penses run lower than in large terri- 
tories where the salesman spends weeks 
on the road. But comparability is 
established on the basis of time spent 
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and expenses incurred away from the 
salesman’s home. 

In many firms, emphasis is put on 
control of total expenses rather than 
individual accounts. This is usually 
done by setting up a budget or target 
figure for traveling expenses and com- 
paring it with actual experience. 

There’s an increasing tendency to 
enlist the salesman’s help in holding 
down costs. The secret is to make it 
worth his while to exercise intelligent 
economy, perhaps by tying the travel 
expense budget in to a bonus arrange- 
ment. Here a budget figure is set up 
for traveling expenses; if it is beaten, 
the company and the sales force share 
the saving. 

Another variation is used by one 
firm: A traveling expense budget is 
set up for each salesman on the basis 
of 3 per cent of his net sales for the 
year to date. His actual expenses are 
deducted from the budget figure, and 
20 per cent of these savings are paid 
him as a bonus quarterly. If he over- 
spends, 20 per cent of the average is 
deducted from his year-end bonus. 


Another manufacturer with a sales 
organization of over 200 men has 17 
district managers, and control is in- 
itiated at the district level. It is the 
district manager’s job to allocate 
budget limits, by salesman, and to ap- 
prove expense accounts for payment. 
At the year’s end, any saving in a dis- 
trict is split between the company and 
the district manager. 

As these examples indicate, there’s 
more than one way of skinning a cat. 
Regardless of the type of control plan 
installed, however, you'll want to do a 
number of things in setting it up: 


1. Assemble your basic figures: net sales 
by salesman and territory; traveling 
expenses by salesman and territory; 
total salary expenses by salesman 
and territory; percentage to sales of 
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traveling expenses alone, and total 
salary and traveling expenses by 
salesman and territory. 

Set up your budget figures either by 
salesman or by territory. 


. Ask your salesmen and district man- 


agers for suggestions. 
Decide on your bonus basis: Flat 
percentage or sliding scale, based on 





5. Test your plan out on the basis of 
past experience. 


A word of caution: The purpose of 
a traveling expense control plan is to 
save money. Don’t make your plan so 
complicated that it costs more to ad- 


savings alone, or sales quotas ad- minister than it saves in travel costs. 
justed in proportion to actual ex- 
penses, or salary and _ expenses 


combined. ers’ Ink, August 13, 1948, p. 36:5. 


“Please Pay Up"’ 


HE boom-time promptness in bill-paying is passing. Manufacturers and whole- 

salers notice it. So do banks and retailers, a Wall Street Journal 10-city survey 
indicates. 

The Retail Credit Association of Pittsburgh reports collection times on re- 
tail charge accounts in that city are running about 66 days, by rough average, con- 
trasted with a year-ago average of 45 days. 

A recent credit study of 17 San Francisco stores—including men’s and wo- 
men’s clothing, specialty and department stores—found bill-paying clearly off. Of 
the 17 stores, 10 showed collections up to mid-December, 1948, smaller in relation 
to accounts receivable than for the like 1947 period. 

Some retail credit men say this is no “abnormal” development. It is a return 
to the usual situation before wartime activity gave most people plenty of ready 
cash for bill-paying. This “return to normalcy” is reflected at the wholesale and 
manufacturer level, too. A leading manufacturer of electrical goods concedes its 
collections are slower than a year ago; its average turnover-receivable time is now 
50 days, whereas a year ago it was 47. “Rather than borrow money to meet their 
bills,” says an official of the firm, “many companies are asking us to give them a 
little more time.” 

In New York, one of the nation’s biggest factoring concerns (these firms, in 
financing many manufacturers and distributors, take over their bill-collecting 
chores) reports collections have definitely slowed up. “A year ago,” says a com- 
pany spokesman, “the average account on our books for collection was liquidated 
in 26 days. Now the average is 40 days—and it is inching toward a still higher level.” 

A Philadelphia drug wholesaler says only about half his customers are now 
taking advantage of their prompt-payment discounts, compared to about 80 per cent 
a year ago. 

Bankers find manufacturers’ slow collections reflected in slower payment of 
loans. One New York bank which has as borrowers many companies in the tex- 
tile, fur, jewelry, and appliance fields reports a substantial increase in the number 
of concerns unable to meet their loan maturities on schedule. Some are making 
partial payments and asking for an extension of the balance; others cannot pay at 
all and are asking for extension of the entire amount. 

—The Wall Street Journal 12/23/48 


By Louis T. Montant, JR. Print- 








AMA MARKETING CONFERENCE 


A conference of marketing executives and sales managers 
will be held by the American Management Association on Thurs- 
day and Friday, March 17 and 18, 1949, at the Statler Hotel 
(formerly the Pennsylvania), New York City. 
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Selecting Salesmen for What? 
By JOHN M. ELLIOTT* 


LFRED P. SLOAN, JR., in his 
sie to a General Motors’ an- 
nual report, says: “The perpetuation 
of an unusual success or the mainte- 
nance of an unusually high standard of 
leadership in any area of enterprise is 
often more difficult than the attain- 
ment of that success or leadership in 
the first place. It is a most conse- 
quential problem affecting the long- 
term interests of any business.” 

The first reaction of the sales man- 
ager, upon reading the above state- 
ment, might be that he doesn’t see 
how it has much of a bearing on his 
particular activities. Or does it? 

The fact is that the bearing on his 
job is immediate and direct. Whether 
or not he realizes it, he is engaging in 
sales management planning every 
time he recruits a salesman. Such 
management planning at the time of 
employing salesmen is not only logi- 
cal—it is unavoidable. Whether or not, 
five years later, he will have the right 
number of, or too few, or too many 
qualified men to fill current manage- 
rial openings is entirely dependent upon 
the number of men with management 
potentialities he employed five years 
ago. 

This can perhaps best be made clear 
by a case study. Some years ago, a 
nationally known organization, selling 
to the retail grocery field, was faced 
with the costly and vexatious problem 
of high turnover, as a consequence of 
a change in selling policy which in- 
volved expanding its sales force from 
approximately 70 to 700 men. At that 
time, a series of studies was launched 
with the major objective that of job 
stability. Specifically, was it possible 
to determine at the time of employ- 
ment any measurable differences in the 


* John M. Elliott & Company, New York City. 
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characteristics of men who leave the 
sales force after a short period of 
service, as against those of the men 
who stay with the company and bring 
in the business year in and year out? 
The results of these studies showed 
that such differences did indeed exist, 
and many of them were readily 
measurable. For example, it was 
found that men between the ages of 
26 and 34 at the time of their employ- 
ment had an average length of service 
almost 20 per cent greater than that of 
younger or older men. Men with from 
two to four years of high school edu- 
cation were also a more stable group 
than those with less or more than this 
amount of schooling. Married men 
were found to have a longer average 
length of service than single men. Men 
who had had five or more previous 
jobs, regardless of how plausible their 
reasons were for leaving them, had a 
considerably shorter average length of 
service than men who had had fewer 
than this number of jobs. Men who 
were dissatisfied with their progress 
on three or more previous jobs, as 
well as men who had been on their 
longest previous job less than two 
years, were found to be poorer risks 
from a job stability viewpoint. Men 
who had been salesmen for competi- 
tive organizations averaged shorter in 
service with the company in question. 
Those who had left two or more pre- 
vious jobs due to employer initiative, 
including such reasons as “reduction 
in force,” “reorganization,” and “job 
discontinued,” had a shorter average 
length of service than men who left 
previous jobs on their own initiative. 
Men who carried life insurance at the 
time of their employment, no matter 
how modest the amount, were found 
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to be more stable as a group than men 
who did not carry insurance. A mental 
alertness test (Bureau Test VI) was 
also found of value in predicting job 
stability. At the time the studies were 
made, those men who fell, roughly, in 
the middle third of the scores made on 
this test not only stayed longer on the 
job than those who scored in the low- 
est and highest third of this test, but 
they also proved to be more produc- 
tive salesmen. 

By making these findings available 
to the local sales managers in the form 
of practical selection tools for their 
guidance in selecting salesmen, turn- 
over during the following 10 years 
was reduced from 47 per cent to 17 
per cent, and the average length of 
service per man was increased from 24 
months to 84 months, at a savings con- 
servatively estimated in excess of 
$200,000 annually. 

Interestingly enough, the very suc- 
cess with which this problem was 
solved precipitated another problem, 
still more serious and far-reaching in 
its ultimate effect upon the sales or- 
ganization. Under the new selection 
plan, an applicant was not employed 
if his qualifications differed from those 
of the stable, long-service salesmen. As 
a result, the sales force contained a 
steadily diminishing number of men 
possessing the characteristics which 
would qualify them for later advance- 
ment to sales management levels. 

This led to a second series of studies 
which revealed that the characteristics 
of the men who reached sales manage- 
ment levels differed in certain basic 
respects, at the time of their employ- 
ment as salesmen, from those of the 
men who were content with a career 
of regular selling work on a permanent 
basis. The men who were promoted to 
management levels were found to 
possess the following characteristics : 
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They were under 25 years of age at 
the time of their employment in the 
large majority of cases; 73 per cent of 
them had had some college education, 
the majority being college graduates, 
Their scores on the mental alertness 
test previously referred to were found 
to average nearly 40 per cent higher 
than the scores made by the men who 
did not go beyond selling level even- 
tually. A substantial percentage of them 
had demonstrated some campus 
leadership at college. To generalize, 
those men who were looked to as 
leaders in the college environment, 
stood a substantially better chance of 
reaching leadership levels in the busi- 
ness world. It was found also that if 
a man did not reach a certain sales 
supervisory level before the age of 32, 
his chances of being rated above aver- 
age on this job were only three out of 
10. Subsequent studies of the age fac- 
tor revealed that the large majority 
of these men tended to reach their 
ultimate management level in their 
middle thirties. Of course, as a group, 
these men in management positions 
were more impressive in appearance 
and personality than the average man 
who remained a salesman. This re- 
flects the importance of multiple inter- 
views in identifying potential manage- 
rial talent. 

Since it was found possible to dis- 
tinguish between sales applicants, de- 
pending upon whether they were need- 
ed for selling work on a more or less 
permanent basis, or for later sales 
management responsihilities, the ques- 
tion logically arose as to how many of 
these so-called development men 
should be employed, so that the sales 
force would contain the right propor- 
tion of such men to supply future 
management needs. If there were too 
many, there would not be enough 
management openings, and many of 
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these men, after a period of discourage- 
ment, would leave the company after 
4 considerable investment had been 
made in their training and develop- 
ment. On the other hand, if there were 
too few of these development men to 
fill current promotional openings, the 
company would be faced with the task 
of promoting either unseasoned or 
poorly qualified men—equally unde- 
sirable alternatives. It became clear 
therefore that the proportion of such 
men, in relation to the total number of 
men on the sales force, must be care- 
fully calculated and controlled. 

In any determination of this propor- 
tion, three factors must be taken into 
consideration: (1) the rate of need of 
managerial talent, i.e., the number of 
men needed per year to fill promotional 
openings; (2) the time required to 
reach management levels; and (3) the 
turnover rate of such men. To illus- 
trate, it was found that 12 men were 
needed per year to fill vacancies at a 
certain management level, and that it 
took five years to reach this level. This 
meant that to fill such management 
openings in 1954, these men must be 


employed in 1949 and, based upon 
normal turnover experience, it was 
found necessary to employ 20 develop- 
ment men in 1949 to be sure that by 
1954 the needed 12 men would be 
seasoned and ready for promotion. 
This is no more than simple logic, in- 
sofar as planning for future manage- 
ment personnel needs is concerned. 
Yet, it is a regrettable fact that the 
great majority of sales organizations 
have not thought their problem 
through to this extent. 

What does this all boil down to? 
Simply this—that the time for the 
sales manager to provide for his future 
sales managerial needs is at the time 
of employing a man. Otherwise he 
cannot control the ratio of such 
management understudies in his or- 
ganization. 

So the sales manager must face the 
question squarely, before he starts his 
recruiting of applicants: What am I 
selecting this salesman for? Only by 
doing this can he systematically per- 
petuate the high standard of leader- 
ship which Mr. Sloan so rightly points 
out as affecting the long-term interests 
of any business. 


Financial Management 





What Causes Depressions? 


OR over a century, production, 

employment, and income in all 
countries have had the habit of drop- 
ping so far, roughly every 10 or 20 
years, that the result has been a severe 
depression. Economists have formu- 
lated many explanations for this. 

Perhaps the soundest generalization 
is that depressions result from pre- 
vious booms. But it is not true that 
every period of prosperity must be 
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followed by a depression. The booms 
that must be followed by depressions 
are not normal periods of prosperity 
because they contain certain elements 
of instability. The essential element of 
instability is an increase in the volume 
of active purchasing power greater 
than an increase in the volume of 
goods produced. This means that 
money or bank deposits in the hands 
of persons who are willing to spend 
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them increase faster than the things 
on which they wish to spend their 
money, with the result that prices in 
general, or important groups of prices, 
rise. The profits, salaries, and wages 
of persons engaged in the production 
of these goods also rise. 


The way to prevent a serious spiral 
of deflation is to prevent the volume 
of bank credit from being inflated 
beyond the danger point. This is the 
problem: to provide enough bank 
credit to keep business going at a good 
level while not providing so much 
as to make a later reaction likely or 
inevitable. 


The following signals indicate the 
danger point: (1) rapidly rising com- 
modity prices; (2) rapidly rising real 
estate prices; (3) rapidly rising stock 
prices; (4) large flotations of new 
securities; (5) abnormally low unem- 
ployment; (6) rapidly rising wages 
in some industries; (7) rapidly rising 
consumer credit; (8) rapidly rising 
mortgages. 

In general, when five or six of these 
phenomena are present, and the total 
of bank loans and investments is rising, 
it would appear likely that the boom 
has reached a dangerous stage. Under 
normal conditions of world trade, 
further warning would be given by 
an export of gold and a decline in the 
price of high-grade bonds. 

Such a boom is usually brought to 
an end by a general realization that 
many types of goods can no longer 
be sold at prices that cover the cost 
of their production, and on the part 
of business men and investors that the 
profits on which they had been count- 
ing are not likely to be realized. 

If the previous analysis is correct, 
the following seem to be logical meas- 
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ures to prevent the period of pros. 
perity from developing into a dangeroys 
boom : 

(1) Avoid artificially low interes 
rates. 

(2) Maintain high bank reserve re. 
quirements. 

(3) Avoid price supports, subsidies 
and speculative loans. 

(4) Balance national and local goy- 
ernment budgets and reduce 
government debts. 

(5) Keep consumer credit on a 
sound basis. 

(6) Require large down payments 
on houses bought under mort- 
gages. 

(7) Watch inventories closely and 
examine reported profits closely 
to ascertain the importance of 
inventory gains and the pos- 
sibility of inadequate allowances 
for depreciation and _ obsoles- 
cence. 

(8) Postponedeferrable public works 
if labor or materials are scarce 
or high-priced. 

(9) Do the same with regard to 
private plant expansion. 

(10) Keep the cost of production 
down by obtaining more output 
per worker. 

In the present situation, it is ur- 
gently necessary to take steps to pre- 
vent the public debt from being further 
monetized, i.e., to limit the ability of 
banks to extend more credit by selling 
their government securities. 

The huge piled-up demands for 
goods that could not be produced 
during the war will not continue in- 
definitely. In some industries they have 
already disappeared. And when they 
cease to be a factor in our economy, 
business prudence alone will not be 
enough: it will be necessary for the 
government and the Federal Reserve 
to help fight inflation in order to 
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prevent a depression; and the longer 
they wait, the harder the task will be. 
We still have a few months, or maybe 
years, to go; but if corrective meas- 
ures are not soon taken, we shall be 
in a situation that has always spelled 


disaster in the past, and the depression 
which some government economists 
promised us in 1946, might still come 
upon us in 1950. 

By Rurus S. Tucker. Trusts and 
Estates, September, 1948, p. 211 :2. 


Payroll Analysis for Labor Cost Control 


ABOR costs need constant study. 

A periodic payroll analysis can 
provide the basis for labor cost con- 
trols. The payroll analysis plan de- 
scribed here was developed to meet 
the need for control information in a 
company manufacturing rubber tires. 
It also provides a check on the extra 
allowances necessitated by machine 
breakdowns and materials shortages. 

The analysis covers direct and in- 
direct labor in both production and 
service departments. In production de- 
partments, costs are classified as (1) 
direct labor, (2) indirect labor, (3) 
night premiums, (4) overtime pre- 
miums, and (5) cost-of-living allow- 
ances. Indirect labor includes payments 
to direct workers for delay time and 
special allowances for machine break- 
downs, lack of material, and failure 
to earn guaranteed base rates. In serv- 
ice departments, costs are classified 
as (1) indirect labor, (2) mechanics’ 
labor, (3) night premiums, (4) over- 
time premiums, and (5) cost-of-living 
allowances. Workers covered include 
painters, storekeepers, mechanics, and 
truck and tractor drivers. 

Payroll analyses are made weekly, 
summarized every four weeks. Sepa- 
tate weekly labor analyses are pre- 
pared for each department, by labor 
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operations and expense classifications ; 
and the departmental totals are sum- 
marized on a report covering all de- 
partments. Each report provides space 
for the figures for four weeks and for 
reporting the totals and variances for 
the four-week period. 

Labor cost control is aided by a 
sound job classification plan with 
equitably related occupation rates, plus 
an incentive (piece-rate) system on 
production and related operations. The 
analysis provides a breakdown for all 
direct labor—‘P” for piecework rate, 
“DPD” for daywork rate—and the pro- 
duction foreman or the industrial en- 
gineering department must furnish rea- 
sons for day rates on operations where 
piece rates should apply. 

A weekly forecast budget provides 
supervisors with proposed figures for 
each labor operation in his department. 
Budgets are revised quarterly, with 
weekly amounts developed for a nor- 
mal (100 per cent) activity. 

The budget is shown on each labor 
analysis report for performance com- 
parison. The level of activity for the 
week is given with actual expendi- 
tures for each activity, so that where 
performance is at 100 per cent activity, 
costs are directly comparable to bud- 
get; and if costs are under or over 
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budget, they may be compared to the 
budget figure as adjusted to the spe- 
cific activity level. 

To guide the foreman in use of the 
weekly report, a budget guide book, 
which he has helped to prepare, is 
issued, in which weekly budget dollars 
are converted into numbers of men 
and man-hours per week allowed. 

Rapid preparation of reports is made 
possible by maintaining production de- 
partment inventories at constant levels 
from period to period. This permits 
charging of direct labor and burden 
to production, eliminating the neces- 
sity of evaluating labor in process. 

Production management reviews de- 
partment reports weekly, obtains ex- 
planations for excess spending. If not 
justifiable, corrective measures are 
devised to bring costs in line in a few 
weeks. This weekly meeting provides 
the industrial engineering and per- 
sonnel departments, as well as the 
departmental foremen, with sugges- 
tions, recommendations, and facts for 
more accurate labor cost control. 

The computed weekly variances 
from budget merely indicate appro.xi- 
mate results, which are, however, re- 
markably close. The labor analysis re- 
port shows total variance for the period 
to the nearest dollar, representing 
actual gains and losses as shown in 
the profit and loss statement. 

The complete payroll analysis for 
an accounting period, in addition to 
being used for cost control, becomes 
the basis for journal entries, giving 
the distribution of total payroll by 
general ledger expense classifications. 

Preparation of the payroll analysis 
report requires cooperation from vari- 
ous departments : 

(1) The cost department develops 
the weekly budget and originates the 
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analysis at the beginning of each four- 
week period. 

(2) The planning and scheduling 
department furnishes production fig. 
ures to the cost department, where 
they are related to the weekly forecast 
budgets and activity per cents are 
calculated. 

(3) The payroll department breaks 
down the weekly labor total by opera- 
tion and department as required on the 
report, posts to the report weekly, 
and accumulates the total for each 
four-week period. 

(4) The cost department completes 
the report for the period by develop- 
ing standard dollars earned based on 
production for the period, recording 
variances for each item. 

This detailed analysis can be issued 
the week following the period it covers 
without waiting for the factory cost 
statements. The foreman can see the 
results of his efforts in dollars, and 
management can spot anything out of 
line for quick correction. 

Report duplication is simple. A li- 
quid duplicating process is used which 
produces copies from a master sheet. 
A preprinted master form is used by 
the production departments. Master 
sheets are sent to the payroll depart- 
ment for manual recording of the 
weekly labor totals. Soon after the 
first week’s totals and activity factors 
are posted to them, copies are run off 
for distribution. 

The same master sheets are used 
for the entire accounting period. Labor 
detail and activity factors are posted 
manually for the second week and 
copies run off for distribution as re- 
quired. This is repeated for the third 
and fourth weeks; and, following the 
fourth week, totals and variances are 
added before running the complete 
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reports for the four-week accounting 
period. 

Under this method of payroll analy- 
sis, foremen take action to reduce costs 
immediately on the basis of the reports, 
and department heads are encouraged 
to operate their departments on a 


paying basis insofar as labor cost is 
concerned. Moreover, the figures de- 
veloped in these analyses have helped 
establish budgets and standards, in 
turn reflected in competitive product 
prices. ' 
By Gioyp A. Hartow. N.A.C.A. 
Bulletin, April 1, 1948, p. 961 :7. 





¢ SEVENTY-ONE of the nation’s largest corporations this year will reduce 
their spending for new plants, equipment, and such “capital goods” by an aggregate 
7.6 per cent compared with 1948, according to a recent Wall Street Journal survey 
of 86 companies. Should this big sample of “biggest business” reflect the plans of 
business as a whole, 1949 spending for plant and equipment will drop by roughly 
$1,430 million from last year’s record high of $18,840 million. Despite growing busi- 
ness caution, however, the new year may still see the second largest industrial 
expansion in history, representing nearly $17% billion worth of new factory space, 
machines, freight cars, turbines, tools and all the things which constitute the 


wherewithal of production and distribution. 


—The Wall Street Journal 1/11/49 
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Permanent and Total Disability Benefits 


HE growth of pension systems, 

which provide for the retirement 
of participating employees at a definite 
age, has brought into sharper focus 
the problem of the employee who be- 
comes totally disabled prior to normal 
retirement age. The problem of.the 
disabled employee parallels that of the 
over-aged in several respects. Both are 
apt to become less and less efficient. 
The employer, trying to use this de- 
creasing efficiency as best he can, may 
transfer these employees from job to 
job with unsatisfactory results. This 
shifting from job to job tends to dis- 
rupt normal operations. And, perhaps 
even more important from the employ- 
er’s viewpoint, it may cause resentment 
among sympathetic employees because 
more is not done for “poor old Jim.” 
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If a disability benefit is provided, it 
is usually awarded by the employer 
either: (1) on the basis of an indi- 
vidual case appraisal, or (2) through a 
formal benefit program. The usual in- 
dividual case plan is unpublished and 
informal, operating on the basis that 
each case can be most efficiently han- 
dled on its own merits. The majority 
of published plans are on the formal 
basis, principal reason seeming to be 
the desire to place everyone on the 
same footing and minimize the feeling 
that awards are unfair and discrimina- 
tory—a frequent reaction to the indi- 
vidual case method. 

An example of a formal disability 
retirement plan: If, after at least 10 
years of continuous service, an em- 
ployee is permanently incapable of per- 
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forming efficiently the duties assigned 
to him, he is paid a monthly benefit 
equal to 1 per cent of his average 
monthly earnings times the number of 
years of his continuous service. Tempo- 
rary layoffs and military service are 
not considered breaks in service. In 
figuring “average earnings,” only the 
last 20 years prior to the disability are 
considered. But in determining benefits, 
the full number of years of continuous 
service are counted. This favors the 
employee who has worked for more 
than 20 years because it eliminates the 
lower salary he earned in his early 
years but still recognizes full service 
in determining the benefit. 

If an employer has a trusteed pension 
plan (funded by a trusteed reserve), 
he may add this disability benefit to 
the plan. Reserves may be set up to 
meet the probable additional costs of 
the disability benefits in accordance 
with Treasury requirements. [See 
Treasury Bulletin on Sections 23 (p) 
(1) (A) and (B), dated 6-1-45.] 

This probable additional cost depends 
on the benefit formula and eligibility 
requirements. Actuaries have estimated 
the additional cost of providing an av- 
erage disability benefit, when the nor- 
mal retirement benefit begins at 65, 
may be around 25 per cent of the cost 
of normal retirement benefits. This esti- 
mate may be conservative. Experience 
alone will determine the actual cost of 
these benefits. 

Where the retirement system is 
funded by insurance contracts, indi- 
vidual or group, it is usually not pos- 
sible to add a lifetime total disability 





benefit as part of the insurance con. 
tract. Insurance companies which write 
group disability contracts usually do 
so on a limited time basis—payments 
for 26 to 52 weeks only. The employer 
who wants to add a lifetime disability 
benefit to his insured retirement plan 
usually must work it out on a non- 
insured pay-as-you-go basis. 

The provision in most pension plans 
for “earlier retirement” on a reduced 
pension is often looked upon as a sub- 
stitute for a specific disability program. 
But it is not a true disability provision. 
Earlier retirement under a pension plan 
is usually limited to a period within 10 
years of normal retirement date. The 
disability may occur before then. Again, 
the early retirement pension may be 
too small and must therefore be sup- 
plemented by outside efforts. This is 
often difficult for an able-bodied work- 
er and is usually impossible for a 
physically disabled person. 

Another danger of using the early 
retirement provision of the pension plan 
as a disability substitute is that the low 
payments to the disabled employee may 
cast doubt in the minds of some em- 
ployees on the value of the whole pen- 
sion plan. 

Disability benefits should be added to 
a pension plan only after thorough 
study of disability cases within the com- 
pany itself and of the experience of 
others. The inclusion of permanent and 
total disability benefits is not an extra 
but a major addition to any retirement 
system. 

Central Hanover Pension Bulletin, 
September, 1948, p. 1:2. 





¢ GOVERNMENT NON-WAGE PAYMENTS (federal, state, and local) now exceed 
total wages and salaries in the automotive, iron and steel, and rubber industries combined, ac- 
cording to an analysis of welfare payments just completed by the Conference Board. Veterans’ 
programs were responsible for much of this gain. This group received more than $5 billion in 
benefits last year and only a half billion dollars in 1939. 

The federal, state, and local governments distributed $9 billion in welfare payments to 
individuals last year under the social security, public assistance, and veterans’ programs, 


an increase of $6.7 billion since 1939. 
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Three Important Words—‘Actual Cash Value”’ 


FIRE insurance policy issued to 

Abraham Lincoln on his property 
at Springfield, Ill., in 1861, is among 
the prized possessions of the firm with 
which the author is associated, the 
Hartford Fire Insurance Company. 
This policy is doubtless typical of 
others being issued by the Hartford at 
that time. In those days there was little 
or no uniformity in fire insurance pol- 
icles. Each company worded its own 
policies in line with the outcome of 
ties met when it became necessary to 
reconcile conflicting policies after a loss 
can well be imagined. These resulted in 
much litigation and efforts on the part 
of insurance companies to bring their 
policies in line with the outcome of 
some particular case in which they had 
been involved. The lack of uniformity 
was thus further aggravated until in 
1886 a bill was introduced in the New 
York State Legislature to require the 
use of a uniform policy of fire insur- 
ance. 

New York’s first standard policy 
(1886) was adopted by 28 other states 
with occasional slight modification. In 
all, however, the reference to “actual 
cash value” appeared as follows in the 
first lines of the printed conditions : 


This company shall not be liable beyond 
the actual cash value of the property at 
the time any loss or damage occurs, and 
the loss or damage shall be ascertained or 
estimated according to such actual cash 
value, with proper deduction for deprecia- 
tion however caused. 

When the New York policy was 
revised in 1918, the “‘actual cash value” 
phraseology appeared on the first page 
of the policy as follows: 

_ Does insure . . . and legal representa- 
tives, to the extent of the actual cash 
value (ascertained with proper deduction 
for depreciation) of the property at the 
time of loss or damage. 


Fourteen states including New York 
adopted the 1918 revision. 

In 1943 New York State again re- 
vised its standard fire insurance policy 
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in which the pertinent language with 
respect to “actual cash value” now 
appears as follows: 


_ Does insure . . . and legal representa- 
tives, to the extent of the actual cash 
value of the property at the time of loss. 


At this writing 31 states have adopt- 
ed the new policy with little or no 
change, thus bringing about the highest 
degree of uniformity which has yet 
existed in this country with respect to 
policies of fire insurance. It should be 
noted here that the words “ascertained 
with proper deduction for deprecia- 
tion,” which appeared in parenthesis in 
the 1918 form, were omitted from the 
1943 form. Comment will be made on 
that omission later in this article. 


Despite the long usage of the term 
“actual cash value,” there is still much 
questioning as to its meaning on the 
part of the rising generation, which 
has not yet had an opportunity to be- 
come thoroughly familiar with all the 
fundamentals of the fire insurance busi- 
ness, particularly those established 60 
or more years ago. A prime purpose 
of this article, therefore, is to show how 
some of the questions have been an- 
swered by our courts when called upon 
to apply the language of the policy to 
a given set of facts. 

For the purpose of this discussion 
buildings may be divided into two 
major groups. The group presenting 
the greatest difficulty is that in which 
a considerable difference exists be- 
tween a fair estimate of possible mar- 
ket value, and replacement cost new 
less physical depreciation. When that 
condition is found to exist, it is usually 
due to obsolescence which is merely 
one factor in depreciation but that 
factor can operate to depress the value 
of a building in sound physical condi- 
tion. What then is the “actual cash 
value” of such a building? 

The New York State Court of Ap- 
peals had such a question before it in 
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January, 1928, in McAnarney v. New- 
ark Fire Insurance Company e¢ al., 
159 N.E. 902. 

The subject of insurance was a set 
of buildings used for the manufacture 
of malt. Though the physical condi- 
tion of the buildings was good, their 
market value was sharply depressed by 
the passage of the National Prohibition 
Act and the fact that the type of con- 
struction practically precluded their 
adaptation to other use. The insured 
had erected a large sign upon the prem- 
ises advertising the property for sale 
for $12,000. That was the situation 
when the buildings were totally de- 
stroyed by fire. The insured, alleging 
that the sole measure of damage should 
be the cost of reproduction less physical 
depreciation, filed proofs of loss in 
which the buildings were valued at ap- 
proximately $60,000. The interested in- 
surance companies took the position 
that the sole measure of damage should 
be the market value as indicated by the 
advertised price of $12,000 less the 
value of the land. In the trial court the 
jury specified that the value was $55,- 
000. With approximately $43,000 of 
insurance in force and a total loss to 
the property, the jury returned a ver- 
dict for the face of the policies. The 
Appellate Division of the Supreme 
Court affirmed and the case went to the 
Court of Appeals. 

The high court rejected both market 
value and replacement cost less physical 
depreciation as an exclusive measure 
of the plaintiff’s loss, pointing out that 
the insurance was limited to “actual 
cash value” and interpreting that phrase 
to mean actual value expressed in terms 
of money. 

The insuring clause of the policy read 
as follows: 


Does insure . . . and legal representa- 
tives to the extent of the actual cash 
value (ascertained with proper deduc- 
tions for depreciation) of the property at 
the time of loss or damage, but not ex- 
ceeding the amount which it would cost 
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to repair or replace same with material 

of like kind and quality within a reagop. 

able time after such loss or damage, 

Citing the above insuring clause, the 
court went on to say: 

We cannot agree with the defendant 
that, under this clause, the market valye 
of the buildings destroyed was the ex. 
clusive measure of the plaintiff’s loss, 
Value ascertained by market price js 
necessarily expressive of a suitable de. 
duction for depreciation. If “actual cash 
value” were synonymous with “market 
value” the words in parentheses, to have 
force, would require depreciation to be 
twice subtracted. No such anomalous re- 
sult could have been intended. 


At this point we again invite atten- 
tion to the omission of the phrase “as- 
certained with proper deductions for 
depreciation” from the insuring clause 
of the 1943 New York standard policy, 
These words were doubtless omitted 
because they are superfluous when used 
in connection with “actual cash value,” 
which cannot be properly computed 
without giving full consideration to any 
depreciation which may exist. Since 
the 1943 New York policy makes no 
specific mention of depreciation, it is 
sometimes erroneously assumed that 
depreciation is no longer a factor in 
arriving at “actual cash value.” No 
such result was intended by the fram- 
ers of the new policy, nor can such a 
conclusion be logically sustained. The 
change was made for purposes of clari- 
fication and to preclude the possibility, 
which the Court of Appeals saw, of re- 
quiring depreciation to be twice sub- 
tracted. 

Continuing, the court said: 


In order that the parenthetical words 
should have force, therefore, “actual cash 
value” must be interpreted as having a 
broader significance than “market value.” 
Moreover, if market value were the rule, 
property, for which there was no mar- 
ket, would possess no insurable value, a 
proposition which is clearly untenable. We 
think it manifest that the clause was not 
intended to restrict a recovery for this 
insurance loss to the market value of the 
insured buildings. (We interpret “actual 
cash value” to have no other significance 
than “actual value” expressed in terms 
of money.) 
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, In rejecting the plaintiff’s claim, the protracted periods frequent review of 
4 court said: the factors which go to make it up is 
We do not agree with the plaintiff, mecessary, especially during times when 
the that, under the standard clause, the sole prices are either advancing or receding 
measure of damage was cost of reproduc- rapidl 
tion less physical depreciation. The words pay: 
ant “not exceeding the amount which it would In the McAnarney case, the rule 
Lue cost ae +. the ae — was laid down that all factors influenc- 
ex- material of like kind and quality within ; “ ” ‘ 
SS, a reasonable time after such loss or dam- = actual cash value ; must be con 
is age” afford no remedy to the assured. sidered. This might be illustrated by a 
- bay merely —— a —- ee straight mathematical average of the 
s to the insurer. e insurer might, 11 it so : 3 : 
ket elected, reconstruct the destroyed build- following ‘ reproductive cost less phys- 
ave ings upon their ancient pattern with ma- ical depreciation; estimated market 
be terials of like kind and quality, or pay yalue; rental income capitalized; as- 
Te- the assured the necessary cost of such Sitti © th : 
reconstruction. If the insurer so elected, S€SSed valuation , OF the parties can 
.n- it could be allowed nothing for the dif- agree on the weight to be given each 
a, ference between the value of the old and of these and other factors, then a 
the new buildings. sialioadl 1 Id b 
for After the case had been sent back for “S'8'eC average value cou en? 
Ise : ose rived at which might reasonably be said 
retrial, the litigants got together and pe 9” 
cy. : ; : to represent “actual cash value. 
applying the rules laid down in the . 
red Court of A rage ded j Fortunately the problem is not so 
ed oe on pore en, reine ed 1m acute on the numerically larger group 
e,” reaching a settlement without urther of buildings for which values computed 
‘ed litigation. It is obvious from the reason- on the various methods of evaluation 
ny ing and principles enunciated ad the do not differ materially. In this group 
1ce McAnarney case that - similar situa- jt is rather common practice and gen- 
“ tions “actual cash value” will lie some- erally satisfactory to take reproductive 
is where between the two extremes of cost less physical depreciation as a 
nat market value and reproductive cost less reasonable measure of “actual cash 
in physical depreciation. Accordingly, the value.” Here the problem is largely one 
No need for frank discussion between the of keeping insurance in tune with 
m- property owner and the insurance com- changing costs of construction and con- 
a pany at the time the insurance is placed sequent changes in “actual cash value.” 
he is obvious. Furthermore, since “actual The Hartford Agent, October, 1948, 
ri- cash value” is seldom stationary for p. 49:6. 
ty, 
re- 
ib- - , 
Money and Securities—Broad Form Protection 
fire recently broke out on a New York pier, resulting in complete loss of the 
rds pier and various shops built on it, including a bakery. Part of the bakery’s 
ash loss was the firm’s safe which fell into the water, carrying with it considerable 
a cash and securities. The entire amount of the money and securities loss was paid 
e.” by the insurance carrier under a broad form Money and Securities Policy. Under 
ile, the older, more limited Safe Burglary Policy this loss would not have been re- 
ar- coverable, as burglary did not occur. 
a The Money and Securities. form, one of the more recent insurance packages, 
Ve is designed to meet all the buyer’s needs for protection against loss of money 
Cs and securities, excluding only fidelity coverage. In addition to providing protection 
he for the specific perils named in the limited Robbery and Safe Burglary Policy, 
- the new form covers the disappearance, destruction, and wrongful abstraction of 
oe money and securities (this provision does not apply to merchandise, for which 
~ coverage is the same as in the older, more limited contract). 
Furthermore, the policy can be extended to afford blanket coverage on all lo- 
ew January, 1949 51 














cations. Suppose that a grocery or super-market chain consists of 50 locations 
and that the average amount of cash on hand (since in this case merchandise 
would probably not be an important factor) in the smaller stores was $2,000, and 
in the larger units, $5,000. In addition, at the company’s main office cash on hand 
may run as high as $20,000. The latter figure is then taken for the blanket cover- 
age to apply at all locations. The premium is based on the actual amount of cash 
at each location, but—and this is an important advantage over the limited form— 
in case of loss at any unit of the chain, the amount payable would not be limited 
to the amount on which the premium is computed at the location, but rather by 
the blanket amount of insurance of $20,000. In other words, though the premium 
is calculated on the basis of a stated number of locations and the employment of 
a stated number of messengers, the coverage includes all premises and all messen- 
gers. The reporting of additional and cancelled locations or messengers has been 
made unnecessary, thereby eliminating the irritating procedure of constant en- 
dorsement. 

The broad form also covers merchandise and other property against loss or 
damage (except by fire) caused by robbery or safe burglary, and against damage 
(except by fire) to the premises caused by burglarious entry into the premises. 

—Joun V. Matoney in The Insurance Buyer 8/48 


Group Insurance After Retirement 


T HE TREND of management emphasis on employee security plans continues. 
Group insurance has almost uniformly become an accepted part of a company’s 
industrial relations program. The question now is: What becomes of the group in- 
surance policy of an employee after he retires? Who pays the premium—the com- 
pany or the individual? 

Significantly, more and more firms are assuming the obligation of carrying an 
employee’s group insurance policy, at least in part, after his retirement. A spot check 
of 39 companies made recently by the Associated Industries of Cleveland showed that 
almost 50 per cent of those questioned paid the insurance premiums of their retired 
personnel. 

A breakdown of the policies of these companies regarding the payment of 
premiums after the retirement of an employee is indicative of management thinking 
in this direction. Here is a box score of the answers to the question “Are group 
insurance policies continued after an employee retires, and if so, who pays the 
































premium?” : 
YVes—$1,000 policy at 65, reduced to $500 at 70. Company payScccccociscscsssssnssnieenee 1 
Yes—Reduced to $1,000. Company pays 1 
Ves—Policy continued. Company pays .ccccicscmscsnsnnannnnnunnmneineeeennne x OS 
YVes—Paid-up policy of $3,000, if in employ of company 25 years . 1 
i - f “Ey  __ 2 eORene a ee 2 
Ves—If a pensioner, company pays premium orcccccoccscvsvsscrosievesicvisesnsinsesnnnuennnnnnesuneee 1 
Yes—If in company’s employ 10 years or more Pavone ae 
ice to $1,200. Company pays premium R 
0 9 
Undecided 2 
SE ROR aT NTT a 1 
ne eee a ee ae Po ROO (os FONT 39 





¢ THE BUREAU OF INTERNAL REVENUE reports that for the year ending June 
30, 1948, it averaged over three rulings a day on the qualification of new employee benefit 
plans. One thousand one hundred thirty-four rulings were issued, bringing the score since 
the passage of the Revenue Act of 1942 up to 11,742. 

—-Central Hanover Pension Bulletin 9/48 
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Survey of Books 


MANAGERIAL ENTERPRISE. By Oswald 
Knauth. W. W. Norton & Co., New York, 
1948. 224 pages. $3.00. 

Reviewed by James D. Mooney* 


Today’s discussions involving free enter- 

prise have often been long and tedious and 
have usually reached no conclusions because 
the debaters have found no general areas of 
definitive agreement. 
‘In Managerial Enterprise, however, Mr. 
Knauth has enlarged upon an enlightened 
premise that free enterprise per se no longer 
exists and in its place today is found a 
modification of free enterprise, which he 
terms “managerial enterprise.” 

The author skillfully traces the develop- 
ment of corporate enterprise and analyzes 
the changes which have taken place in the 
relationships between the corporation and 
its stockholders, directors, management, and 
employees. In each instance, he finds that 
the term “free” does not apply in the pure 
sense, but a new relationship has sprung up 
which is governed by internal controls, gov- 
ernmental influences, legal restraints, and 
public policy. 

As Mr. Knauth sees it, there are nine 
distinct areas of change where free enter- 
prise grew like Topsy into managerial enter- 
prise. The fluid capital, unimportance of the 
individual entrepreneur, and goal of imme- 
diate profits of the free enterprise system, as 
contrasted with the sunken capital, unit im- 
portance of each entrepreneur, and goal of 
a stable and adjustable system, embodied in 
the managerial enterprise system constitute 
typical examples of the nine mentioned areas 
of difference. While these changes actually 
have occurred, this reviewer feels that the dif- 
ferences involved constitute no cause for 
alarm. “The shadowy contours of managerial 
enterprise” are merely the silhouette cast 
by free enterprise, and consequently it would 
not be justified to regard these areas of dif- 
ference with an attitude of concern as does 
Mr. Knauth. 

Further in the book, Mr. Knauth examines 
the concept of profits and division of income 
and finds that there are four principal claim- 
ants to the surplus of the average corpora- 
tion. “They are the government through 
income taxes, management through bonus 
arrangements, employees through benefits and 
incentive wages, and stockholders through 
. . . dividends.” This is a pertinent, if not 
altogether new, observation, and it is gratify- 
ing to note that Mr. Knauth comments 


om Willys-Overland Motors, Inc., Toledo, 
io. 
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that “the management occupies the hot and 
uneasy seat of being at once participant and 
dispenser in this matter of corporate sur- 
pluses.” The following chapter traces the 
allocation and division of the corporate in- 
come in a manner which serves as a useful 
review for students of management. 

The author knows as well as anyone that 
the fundamentals of laissez-faire are based 
upon time-tested traditional human actions 
and, despite the fact that he often alludes 
to these fundamental attitudes as being 
“mythical,” this reviewer feels that Mr. 
Knauth, if asked sincerely, would admit to 
the truth of the basis of our free enterprise 
concept and would merely add that his 
book is meant to be useful in tracing the 
evolution of the corporate system from past 
crude operation to present-day smooth and 
intricate functioning. 


Tests FoR TRuTH—Truth vs. Myths About 
Profit. By George H. Cless, Jr. Distributed 
by The Eddy-Rucker-Nickels Company, 
Harvard Square, Cambridge, Mass. 27 
pages. 50 cents (quantity prices on re- 
quest). 


At this particular stage in our economic 
affairs, when public opinion is being exposed 
to a new wave of statements and misstate- 
ments about profits having broken all records 
for 1948, the need is greater than ever for 
some popular answers to the popular fallacies 
about corporate earnings. Mr. Cless’s book, 
which is now being distributed to employees 
in a number of large companies, makes a 
worth-while contribution to the growing body 
of literature in this field—much of which, un- 
fortunately, trips over itself and becomes 
entangled in such lofty economic and ac- 
counting concepts that the authors defeat 
their own purpose. An unsuccessful effort, 
in this direction, it might be added, is worse 
than no effort at all, since the reader’s re- 
action to an unsatisfactory explanation of 
profits may well be a growing suspicion 
that industry is protesting too much. 

Mr. Cless’s book is no such protest—it is 
an appeal to reason. It is not a technical 
accounting presentation about the inadequacy 
of the present profit concept as applied to 
corporate income accounts. It does not go 
into the difficulties of establishing a new 
profit concept or of providing an acceptable 
basis for setting up adequate depreciation 
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reserves. And the author is to be congratu- 
lated for having avoided the academic sand- 
traps into which too many of his colleagues 
have fallen. 


Tests for Truth examines the semantics of 
free enterprise and of its critics, and whether 
it is talking about prices, stockholder divi- 
dends, the corporate cost of living, or the 
need for capital funds, its leitmotif—the 
direct relation of profits to job security 
and economic progress — is discernible 
throughout. 


MANAGEMENT: ITs NATURE AND SIGNIFI- 
cance. By E. F. L. Brech. Sir Isaac Pit- 
man & Sons, London, England, 1948. 118 
pages. 8/6. 


Reviewed by Herbert A. Simon* 


This is a revision of a study which first 
appeared in London in 1946. The author 
offers it “as a stimulus to further thought 
on this all-important subject of Manage- 
ment” and states that it was in its presenta- 
tion of Principles of Management that it 
“sought to blaze a new trail—to round off 
earlier isolated contributions into a complete 
and balanced set of principles.” 


The trail appears to this reviewer neith- 
er particularly new nor likely to lead to a 
theory of management. Of the 31 principles 
of management set forth, two may be cited 
as examples of the author’s conception of 
such a theory: “An organization structure 
should be sufficiently flexible to admit of 
adjustment when demanded by changes in 
basic circumstances” (page 51); and “Spe- 
cialization is a necessary basis for all opera- 
tions if effectiveness and economy of opera- 
tion are to be attained” (p. 53). 


The reason for the inherent sterility of re- 
sult is that the author attempts to accomp- 
lish with his bare hands a task that will re- 
quire complicated and powerful tools—only 
a few of which have as yet been fashioned. 
By what method—scientific or otherwise— 
are the principles set forth here discovered 
and tested? Some of them the author at- 
tempts to extract from a definition of the 
term “management”—as if definitions could 
ever lead us to a knowledge of anything but 
of the ways in which words are used. Others 
are simply stated, their self-evidence being 
presumably sufficient evidence of their va- 
lidity. In proof of others, he cites the au- 
thority of earlier writers who stated them 
without proof. 


A sound and usable theory of management 
may some day evolve, but it will evolve only 
if those who seek it understand and apply the 
fundamental methods involved in any scien- 


*Chairman, Department of Political & Social Sci- 
ence, Illinois Institute of Technology, Chicago. 
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tific inquiry: that general propositions must 
be stated in such a form that they are cap- 
able of being tested by experience or other 
data; and that these propositions must not 
be accepted into the body of science until 
they have been so tested. The verification of 
propositions about management is difficult, 
and will require great ingenuity in inventing 
methods of inquiry. The author evidences 
little awareness of the strides that have been 
made in this direction during the past decade 
by the “Hawthorne Group” or the social 
psychologists. 

The practical manager will probably not 
learn anything particularly harmful from 
this book, but it is equally doubtful whether 
the definitions and truisms it sets forth wil] 
make him a better manager, or help him to 
solve management problems. And that is ex- 
actly what a theory of management—if it js 
a correct theory—should do for him. 


EDUCATION FOR AN INDUSTRIAL AGE. By 
Alfred Kahler and Ernest Hamburger. 
Cornell University Press, Ithaca, N. Y,, 
1948. 334 pages. $3.75. 


Reviewed by Robert D. Calkins* 


This study offers reasoned counsel that 
should interest anyone who is concerned with 
vocational training in the public schools. The 
authors have analyzed the growing need for 
training and skills in industry and its re- 
lated activities. They review the current 
efforts to provide technical training in high 
schools, in technical institutes, and in train- 
ing programs outside of school; and they 
conclude that both in-school and in-employ- 
ment training fall far short of our educa- 
tional goals and industrial requirements. 


The authors do not take a narrow view 
that the solution is to be found simply in 
substituting vocational training for tradi- 
tional instruction. They recognize the validity 
and importance of education for citizenship 
and for college, as well as the need for better 
vocational education. They review European 
experience and draw upon it for their recom- 
mendations. In the end, they recommend a 
reasoned middle course. That course is to 
introduce some manual work or practical 
arts early in elementary education and to 
follow it with exploratory, pre-vocational 
studies in the ninth year. This would be 
followed in turn by three years of increas- 
ingly specific education and training in trade 
school, vocational technical high school, or 
technical high school, that would provide a 
balanced education with sufficient stress on 
basic subjects to prepare for life or college, 


* Vice-President and Director, General Education 
Board, New York. 
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as well as for a vocation. For the graduate, 
industry must furnish increased opportunity 
for apprenticeship experience and_ supple- 
mentary apprenticeship instruction. The adult 
worker needs greater opportunity in which 
to obtain trade instruction 1n- part-time or 
evening classes; while technical institutes 
should give him full-time training of a 
specialized and advanced nature. Throughout 
the book the authors seek to find a work- 
able fusion of vocational and general educa- 
tion, and it is this objective that distinguishes 
the study from many others in the field. 
The book has much to recommend it to 
educators and personnel officers who stress 
job training in our schools. 


Apeqguacy OF WoRKMEN’s COMPENSATION. 
By Arthur H. Reede. Harvard Univer- 
sity Press, Boston, 1947. 445 pages. $5.00. 


Reviewed by Royal Parkinson* 


This is a source book for experts, such 
as members of legislative committees con- 
cerned with designing or defending work- 
men’s compensation laws, for state adminis- 
trators of such laws, for insurance com- 
panies, and for both company and union 
safety engineers. Its content is much broad- 
er than its title implies. No pertinent aspect 
of the subject is overlooked; coverage, wait- 
ing periods, benefit. rates, duration, limita- 
tions and eligibility, accident prevention pro- 
gram results, types of insurance carriers, 
their advantages and limitations, loss ratios, 
expense ratios, and so forth—all are dis- 
cussed. 

Data is presented logically and impartial- 
ly. A readable presentation of a compli- 
cated subject, the book reflects a tremendous 
amount of research performed at the in- 
stance of the Harvard University Commit- 
tee on Research in the Social Sciences. The 
problems discussed are current and con- 
tinuous, though the statistics used are main- 
ly prewar. 

In essence, the author tells the story of 
the development of state workmen’s com- 
pensation laws, indicating their lack of uni- 
formity, their tendency to change constant- 
ly, their failure to achieve uniform objec- 
tives. While Mr. Reede discusses the fact 
that these laws are so complex they are 
difficult for legislators to visualize as a 
whole, he makes no reference to the cause 
of this situation. Most readers, however, 
will assume it lies in the ebb and flow of 
political pressures, the changing and widely 
diverse economic patterns that exist in a 
country as large as ours. 

The increases over the years in benefit 
rates and in total disbursement for benefits 
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(the former being the greater) are dis- 
cussed. These increases are counted still 
“inadequate” because they average some- 
thing less than half the injured worker’s 
earning rate, leaving him or her (as an 
average person) to bear the remainder of 
the loss. The conclusion here is that “ade- 
quate compensation makes safety more im- 
perative. Increased safety makes adequate 
compensation possible’—a spiral with its 
origin in greater interest in employees as 
human beings. 


The author’s definition of “adequacy” is 
not specific, however. It is his opinion that a 
benefit which averages in a state 50 per 
cent or less of wage loss is “inadequate.” 
One need not question this opinion, and yet 
observe that the term “wage loss” is itself 
difficult to define and that averaging all the 
springs, pinions, shafts, and jewels which 
comprise these 48 complex watches called 
“workmen’s compensation laws” may not be 
a fair basis for concluding that the whole 
watch is inadequate in every state and in 
every individual case. An important question 
unanswered, for example, is whether the 
benefit should be more than half the wage 
loss for workers who earn, say $100 a week. 


Moreover, the book touches lightly upon 
the fact that workmen’s compensation is 
used generally as unemployment compensa- 
tion in a depression. That it should be so 
used is inevitable because the laws termin- 
ate their benefits, not upon the injured per- 
son’s recovery and employability but upon 
his reemployment at his old rate. Aside 
from improper claims, which multiply at 
such time, the bona fide injured’s own em- 
ployer may not be able to reemploy him 
during curtailment. In such cases, his “bene- 
fits’ will total much more than his actual 
wage loss attributable to his injury, had he 
been well enough to be laid off in the cur- 
tailment. 

Then, too, the effect of these laws in the 
past in depriving “thousands of afflicted or - 
partially handicapped persons of profitable 
employment,” because of the risk of the high 
cost of further handicap, is certainly a “wage 
loss” occasioned by these laws. Should not 
this be offset against the other types of “wage 
loss” which these laws aim to correct, before 
deciding a ratio of benefit to loss? Despite 
second-injury laws, the cost will rise as 
rates through both taxes and premiums. 

The remedy for inadequacy which the 
book merely suggests in its preface, but 
does not support too well, or urge, in its 
discussion of insurance carriers, is the usual 
remedy born of impatience and of the de- 
sire for short-cuts to perfection, for collec- 
tive rather than personal relationships— 
namely, a federal law, with national or 
state government monopoly or monopolies 
for this type of liability insurance busi- 
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ness. In the light of existing over-centrali- 
zation in Washington and the high cost 
of it, many readers may question this as a 
remedy. It is difficult to believe men become 
better administrators when they perform 
their civic functions in Washington than 
when they conduct them in the states, closer 
to the people concerned. 

The philosophy of the book is that every 
increase in the amount of money paid out 
as benefits by law is “progress,” meaning 
social progress. Current experience is throw- 
ing some doubt on the certainty of this re- 
sult, however. Discrimination is still ad- 
visable. 

On the other hand, this study offers such 
complete information, such perspective, and 
such balanced and fair discussion of every 
aspect of workmen’s compensation laws that 
readers who wish to form their own judg- 
ments can do so intelligently. Its emphasis 
upon the common interest of both employers 
and unions in improving these laws is com- 
mendable, though it is doubtful whether even 
sound thinking will soon take these large 
disbursing enterprises out of the political 
football game. Politics deals primarily with 
emotions, and the complex compensation 
laws are changing—on that principal basis. 
However, since the increases in total bene- 
fit payments in the period 1915-40 here re- 
ported, there has been a further increase in 
the period 1940-47 which is estimated at 
more than 100 per cent! High wages as well 
as legislation are responsible. 


SMALL Business: Its PLACE AND PRros- 
LEMs. By A. D. H. Kaplan. A Committee 
for Economic Development Research 
Study. McGraw-Hill Book Company, Inc., 
New York, 1948. 282 pages. $3.25. 


The number of small businesses in the 
country today, per thousand of population, 
is as large as at any time in our history and 
numerically there is no downward trend in 
sight, the author of this CED research 
study points out. This does not rule out 
the probability, however, that the next few 
years will witness a weeding out among the 
small businesses that mushroomed in the 
wartime and postwar sellers’ market. 


While small. business has maintained its 
numerical strength, it has lost some ground 
in the proportion it does of the nation’s busi- 
ness. Three main factors, says Mr. Kaplan, 
will affect its future vitality: better manage- 
ment, greater availability of equity capital, 
and an improved long-range program of fed- 
eral taxation. 


In reviewing the present state of small 
business, Mr. Kaplan points to its importance 
for a healthy free enterprise economy and 
for our democratic society. In 1939, small 
business represented the source of 11 mil- 
lion jobs. If it is to contribute its future 
share to high productivity and employment, 
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we should look to small business for 14 
million jobs. 

With production and marketing demanding 
increasing skills, the author cites improye. 
ment of small business management as the 
most necessary step toward strengthening jt, 
Busihess itseli—both big and small—has re. 
sponsibilities in this regard. 

Manufacturers, for example, should aid 
their small business customers by supplying 
more helpful information about merchandis- 
ing their products. Trade publications should 
go further in adapting the information they 
supply to the needs of small businesses, 

Commenting on the often-quoted small- 
business mortality figures, the author says 
that they are misleading, in that many 
closings are mere changes of ownership, 
while other supposed “failures” represent a 
switch from self-employment to employment 
by others, or mergers or voluntary retire- 
ment. 

Lack of equity capital is one of the major 
handicaps to small business stability, accord- 
ing to the author. Commercial banks, the 
main source of small business loan capital, 
cannot enter into equity financing or even 
extended term financing. He believes a goy- 
ernment lending agency to provide such capi- 
tal is inadvisable in that it would tend to re- 
duce the independence as well as the efficiency 
of small-scale enterprise. 

Capital banks under the Federal Reserve 
System are proposed as a possible method 
of supplying this equity financing. The Brit- 
ish Industrial and Commercial Finance Corp- 
oration and others on the European contin- 
ent are reported as successful in this field. 
Commercial banks could become stockholders 
in such banks along with individuals and 
groups seeking to expand the business of 
their communities, the author suggests. 

Community funds for local business devel- 
opment can be helpful in some areas in pro- 
viding equity capital, but the activity of 
such funds to date indicates that they can- 
not meet the broad needs of small business 
financing. 

As to tax reforms that would aid small 
business, Mr. Kaplan says: 

Analysis of business profits has made it clear 
that small business tends to experience a sharper 
drop in income when business is generally low 
and a sharper rise in profits when business activ- 
ity is high, than is the case with the more 
broadly based big enterprise. Hence small busi- 
ness has more than proportionate dependence on 
any characteristics of the tax system which tend 
to sustain the total of employment and _ the 
aggregate demand for goods and services. 

Extension of the carry-forward of busi- 
ness losses from the prevailing two years to 
five years—a provision since incorporated in 
the Tax Revision Bill of 1948—was recom- 
mended by Mr. Kaplan. The principle of 
averaging taxes over good and bad years, 
sound for all business, is often vital to the 
survival of small business. 

The author deplores the habit of talking 
about “big versus little” business. Not only 
are small businesses in many instances the 
suppliers as well as the customers of big busi- 
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ness, but the development of large-scale 
manufacture has increased the opportunities 
for small businesses that are essential ad- 
juncts to the big business. 

The book concludes that a main deterrent 
to constructive action to aid small business 
is the fact that the problems of small business 
are too often made political issues, and even 
political hobby-horses. 


AMERICAN ARBITRATION. By Frances Kellor. 
Harper & Brothers, New York, 1948. 262 


pages. $3.00 


Reviewed by Andre Maximov* 


Except for sporadic early manifestations, 
the history of arbitration in the United States 
is chiefly the history of the American Arbi- 
tration Association. It is therefore not _sur- 
prising that the author, who is the First 
Vice President of the Association, should 
have devoted the bulk of her book to an 
enthusiastic review and appraisal of the 
activities of the Association since its incep- 
tion in 1926. 

All believers in the process of commercial 
arbitration should rejoice in the appearance 
of American Arbitration and hope that it is 
widely read by those who either oppose the 
process or are ignorant of its workings. 
The book’s chief value lies in its thorough 
and convincing exposition of how arbitrations 
are handled by the Association, and of the 
many safeguards with which that organiza- 
tion surrounds its proceedings. It should per- 
suade all but the most opinionated of the 
enormous advantage, in a vast majority of 
routine commercial disputes, of seeking a 
fair, common-sense and expeditious deter- 
mination from this more informal tribunal, 
as against exposure to the delays and ex- 
pense of formal litigation. 


Another extremely useful contribution is 
the exposition of the workings of the inter- 
national arbitration tribunals, such as the 
Inter-American and the Canadian-American 
Commercial Arbitration Commissions, and of 
the active steps which are being taken to 
extend their scope and effectiveness. This 
portion of the book should be particularly 
enlightening and helpful to all those who, 
as principals or as attorneys, are struggling 
with the intricacies of international trade. 

The work suffers somewhat from the fact 
that the author, herself one of the principal 
architects of the American arbitration struc- 
ture, with pardonable bias, often overstates 
her case. Unlike Sir William Gilbert, she 
firmly believes that “arbitration is the em- 
bodiment of everything that is excellent.” 
Unfortunately, even arbitration has faults 
and flaws, and the whole thesis might have 
been strengthened had it been approached 
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with a more critical attitude. One example 
is the ease with which labor arbitration is 
glossed over, without adequate discussion of 
the many difficulties encountered in this field, 
not the least of which is the real scarcity 
of capable and unbiased umpires. 

Also, in a study of as broad a scope as 
the title would indicate, one might have 
expected more discussion of the work done 
and the procedures adopted by various func- 
tioning arbitration committees other than 
the Association, such as those of the New 
York Stock Exchange and several trade as- 
sociations, which unobtrusively but effec- 
tively keep the peace among their members. 


All in all, however, this work should be 
highly commended and recommended, as an 
intelligent and informative study of an im- 
portant social function whose scope and im- 
portance are ever increasing. 


MEtTHopDS-TIME MEASUREMENT. By Harold 
B. Maynard, G. J. Stegemerten, and John 
L. Schwab. McGraw-Hill Book Company, 
Inc., New York, 1948. 292 pages. $3.75. 


Reviewed by Warren L. Ganong* 


Anyone concerned with the problems of 
determining accurate and consistent time 
standards for production operations cannot 
afford to miss this book. Many others will 
find it of value because of the other uses for 
which the methods-time measurement tech- 
nique may be employed. 

“Methods-time measurement is a proced- 
ure which analyzes any manual operation or 
method into the basic motions required to 
perform it and assigns to each motion a pre- 
determined time standard which is determined 
by the nature of the motion and the condi- 
tions under which it is made.” Basically, 
therefore, methods-time measurement is a 
tool of methods analysis that gives answers 
in terms of time without the necessity of 
making stop-watch time studies. 


The two introductory chapters briefly re- 
view the development of motion and time 
study, or methods engineering, down through 
the years from Taylor and Gilbreth, and indi- 
cate some of the many uses of methods-time 
measurement. Originally developed as a 
means of methods improvement, the proced- 
ure is of particular value for setting up fair 
and consistent time standards. Its other 
uses include the aiding of estimating, guid- 
ing product and tool design, and training su- 
pervisors to become highly methods-con- 
cious. 


Chapter 3 outlines the development of 
methods-time data by the authors beginning 
in 1940, and indicates that most of the present 
data was compiled from extensive studies of 
sensitive drill-press operations. Logically 
enough, since as any methods man knows 
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there are only 18 elemental motions, it was 
eventually discovered that the data from 
these drill-press studies applied equally well 
and with satisfactory accuracy to all classes 
of work involving manual motions. The 
authors wisely caution, however, that the 
present data must be regarded as incom- 
plete and deserves check, additions, and _re- 
finements by all who can contribute. The 
procedure followed in collecting and analyz- 
ing the data is carefully set forth and should 
prove instructive to others. In addition, it 
should help to answer the justified criticism 
by William Gomberg in his Trade Union 
Analysis of Time Study that this type of 
information has been omitted by the authors 
of previously published sets of data. 

In Part II, a number of chapters are de- 
voted to a clear definition of the seven mo- 
tions for which methods-time data has been 
accumulated. These motions are Reach, Move, 
Turn (including Apply Pressure), Grasp, 
Position, Disengage, and Release. The ma- 
terial in these vital chapters is unusually 
well presented in clear and simple fashion. 
It provides the essential foundation, of 
course, for any real understanding of meth- 
ods-time measurement and for actual use of 
this technique. The descriptive sketches aid 
immensely in supplementing the verbal defi- 
nitions. 

All the methods-time data for these mo- 
tions was summarized on two 8%4”11” easy- 
to-use pages. These in turn have been con- 
densed for day-to-day practical application 
into an extremely simplified set of data with 
readily-remembered time values for the ele- 
mental motions. The authors indicate that 
tests of the accuracy of the originally-devel- 
oped methods-time data show it to be highly 
accurate when properly applied. (While it 
was not possible to compare this data di- 
rectly with similar data previously published 
such as that of Holmes or Barnes, such meth- 
ods-time figures as your reviewer did check 
with the G. E. Bridgeport data presented 
by Barnes showed fairly close agreement.) 
Use of the simplified data showed a loss of 
accuracy of not more than 5 per cent on 
the great majority of operations tested. While 
this is significant if the data is to be utilized 
for the setting of standards for use with 
an incentive wage plan, it does not seriously 
affect the value of the simplified data for 
the other purposes to which it may be put. 
How the data may be used for these other 
purposes is outlined in such detail in Part 
V as to be of real help to the methods prac- 
titioner. 

Part IV is devoted to methods develop- 
ment procedure and includes a recapitulation 
of the Gilbreth basic elements. These are 
divided into three groups, Group I being 
made up of eight elements which accomplish 
work. Of these eight, six have methods-time 
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data presented for them in the aforemep. 
tioned tables. Group II includes six elements 
which retard accomplishment, while Groyp 
III is made up of four elements (Hold, 
Avoidable and Unavoidable Delay, & Rest) 
which accomplish nothing towards the com. 
pletion of a task. The principles of motion 
economy are presented too and clearly te. 
lated to the methods-time measurement pro. 
cedure. In addition, useful suggestions are 
offered for the installation of an improved 
method, and the “principle of the most ego- 
nomical method” is presented as a guide in 
determining which method of all those ayail- 
able is most economical. 

In a “how-to-do-it” volume such as this, 
the reader expects to obtain a clear concept 
of the exact procedure to be followed in 
using the data presented. Part III entitled 
“Application Procedure” is the answer to 
this expectation. While to the inexperienced 
man it may appear to set forth unusual de- 
tail, those more familiar with the problems 
involved will recognize the real wisdom of 
this entire section. Of particular interest 
may be the instruction to the methods engi- 
neer that he rate the performance (skill and 
effort) of the operator when he makes his 
observation of the operator to determine the 
correct elemental breakdown. This is so that 
some clue may be provided to an unusually 
high or low elemental time, since it is rec- 
ognized that the method used during a slow 
performance may differ noticeably from that 
used for a relatively fast performance. 

Since the correct use of the methods-time 
measurement procedure involves the develop- 
ment of skill on the part of the user in 
correctly analyzing an operation into the 
necessary motions and then applying the 
proper motion-time values, it is not to 
expected that thorough study of this book 
will permit immediate application. Obviously 
this is something which must be practiced, 
preferably under competent euidance, or at 
least practiced in a situation which permits 
careful checking of practice results by time 
study or other means. 

Included in Part II is a report of a study 
of walking time not yet complete, but which 
already has yielded some significant informa- 
tion. Apparently the factors that influence 
walking time at the average performance 
level are age and weight. Specific time data 
is set forth which may be of use in some 
situations. 

The final chapter cites some justification 
of the leveling procedure using the factors 
of skill and effort. This will probably please 
those using the leveling technique and not 
change the minds of those using only one 
“performance rating” factor or simply an 
“effort rating.” In the section headed “The 
Pitfalls of Terminology,” skill is carefully 
defined as “proficiency at following a given 
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method” when used in connection with level- 
ing. Then in the following pages it is defi- 
nitely established that one operator does not 
follow exactly the same motion pattern on 
successive cycles, and that the same operator 
working with varying degrees of effort uses 
different methods at the different perform- 
ance levels. Yet a few paragraphs later we 
fnd that “It has been recognized that the 
leveling factors do not make adjustments for 
differences in methods, and hence time-study 
men endeavor to see that the proper method 
is in use before they begin their studies.” 

Somehow all this makes it hard to under- 
stand just what is being rated by the skill 
factor as defined. And the lack of a definite 
statement concerning how “conditions” and 
“consistency” fit into the picture leaves the 
reader wondering if the authors intend them 
to be still included in the leveling procedure. 

The chapter goes on to a tentative con- 
clusion that there are as many different 
methods of performing an operation as there 
are operators doing a job, frequently observ- 
able only by the methods-time measurement 
approach. An analysis of the leveled time 
values for a gauze-folding operation per- 
formed at different performance levels indi- 
cates that these time values consistently de- 
creased as the performance level increased, 
rather than remaining constant as at first 
would be expected. Since it is not possible 
to correct for this source of error in practice 
by applying a “methods-change” factor, the 
authors conclude that there is probably much 
merit in studying only those operators whose 
performance is close to average. 

Finally, the solution to the problem of 
establishing accurate standards seems to be 
in doing a much more thorough methods job 
than has heretofore been done throughout 
industry. This in turn needs to be followed 
first by the selection through proper aptitude 
tests of operators who will be able to ap- 
proach the best methods for doing a job, 
and secondly by the use of better training 
methods so that the learning period when 
—w is low will be materially short- 
ened. 

_Without question every methods man and 
time study man should include this volume 
on his reading list. 


ASSESSMENT OF MEN. By the OSS Assess- 
ment Staff. Rinehart & Company, Inc., 
New York, 1948. 541 pages. $6.50. 


Reviewed by Walter R. Mahler* 
“What good is a baby?” was Pasteur’s 
answer to a questioner who was skeptical 


of the value of the infant science of bacteri- 
ology. A reviewer of this book must ask 
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himself, “What estimate can I make as to 
the future of this baby?” This “baby” is best 
entitled “the assessment of the whole person- 
ality in action.” Before attempting to answer 
the question at hand, a more adequate de- 
scription of this innovation in American 
testing procedures is required. 

Assessment of Men is the account of the 
attempt of a number of psychologists and 
psychiatrists to appraise the merits of men 
and women recruited for the Office of Strate- 
gic Services during World War II. The 
undertaking represents the first attempt in 
America to design and carry out selection 
procedures in conformity with so-called or- 
ganismic principles. Organismic methods 
were first used on a large scale by Simon- 
eit and the German military psychologists. 
The British utilized the method in their 
War Office Selection Board for testing 
officer candidates for the British Army. It 
was the concrete example of the plan’s ef- 
fectiveness in Britain that stimulated the 
OSS to establish a psychological-psychiatric 
assessment unit to meet the organization’s 
genuine need for adequate screening of per- 
sonnel for the complex and secret activities 
of the OSS. 

The task undertaken by the OSS group 
was that of evaluating the general useful- 
ness of about 300 men and women a month, 
highly diverse in respect to age, cultural 
background, and talents, and judging the 
fitness of each for a particular assignment, 
the nature of which was but vaguely de- 
fined. All told, 5,391 recruits were studied 
intensively over three-day periods at one 
station or over one-day periods at another. 

The process employed is referred to by the 
authors as the “multiform organismic sys- 
tem of assessment”—‘“multiform” because 
it consists of a rather large number of pro- 
cedures based on different principles, and 
“organismic” because it utilized the data 
obtained through these procedures for at- 
tempting to arrive at a picture of person- 
ality as a whole (i.e., at the organization of 
the essential dynamic features of the indi- 
vidual). The knowledge gained by this 
process serves as a basis both for under- 
standing and for predicting the subject’s 
specific behavior. 

A picture of the situation in which this 
method of assessment was utilized is neces- 
sary in order to appraise the novel plan. 
This picture is provided in Chapter I. Con- 
ditions which differentiated this endeavor 
from those of most other selection and 
placement agencies are: jobs to be filled 
were overseas: the descriptions of the jobs 
were inadequate (as is often the case in 
higher-level positions in many business and 
industrial organizations) ; it was impossible 
to test for the great diversity of special 
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skills required; in many instances the 
jobs were entirely different from anything 
candidates had done before; the candidates 
varied greatly in cultural backgrounds. In 
addition, the majority of the OSS candidates 
were in the middle and upper ranges of 
general effectiveness, or people who had 
already been selected because of demon- 
strated skill in some field of activity. A final 
requisite was the necessity to judge social 
adeptness—to estimate the candidate’s ability 
to cooperate, to get along well with others, 
to lead and organize activities. 

The authors wisely devote Chapter II 
to the Principles of Assessment as they 
applied them. The busy executive who has 
but little time should concentrate his atten- 
tion on this chapter. In non-technical 
language eight major steps are outlined, 
each based on one or more psychological 
principles. These steps are sufficiently im- 
portant to justify listing here: 

1. Analyze all jobs for which candidates are 

to be assessed. 

2. Select the personality determinants of suc- 
_ or failure in the performance of each 
job. 

3. Design a rating scale for each of the per- 
sonality variables. 

4. Design a program of assessment procedures 
which will reveal the strength of the se- 
lected variables. (This is the kernel of the 
entire process. Complete descriptions of 
these procedures occupy later chapters.) 

5. Formulate a general picture of the person- 
ality of each assessee. 

6. Write a simple personality sketch of each 
assessee as a functioning member of the 
organization. 

7. Hold a staff conference. Review the per- 
sonality sketches and decide on the ratings 
and recommendations of each assessee. 

& Establish a regular program of evaluating 
subsequent performance of candidates to 
provide bases for improving assessment pro- 
cesses. 

The technical system, which was adopted 
as the best means of accomplishing the task, 
is described in Chapters III through VIII. 
The reader is taken through the entire pro- 
cess in much the same manner as the can- 
didate was processed,-except that the former 
has the advantage of an explanation for 
each of the sometimes strange and stressful 
situations. Pictures, reproductions of some 
of the tests and forms used, and numerous 
anecdotal accounts provide an _ interesting 
explanation of the complete process. 

The total task may be analyzed for con- 
venience into three component functions: 
(1) obtaining data (observation and_ test- 
ing); (2) forming a unified conception of 
the personality (diagnosis) ; (3) estimating 
the probable level of future performances 
(prognosis). ; 

The seven major variables (basic to the 
needs of the OSS) utilized in determining 
the general qualifications of each assessee 
were: (1) motivation for assignment, (2) 
energy and initiative, (3) effective intelli- 
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gence, (4) emotional stability, (5 : 
relations, (6) leadership, ts, 6 Bs 
Three additional special qualifications were 
employed in some instances: (1) physicaj 
ability, (2) observing and reporting ability 
(3) propaganda skill. ' 

Chapter IX provides the authors’ eyaly- 
ation of the assessment program. They 
readily admit that the final verdict is 4 
question mark because of the numeroys 
complexities involved. The performance rat. 
ing process was established belatedly and 
with much less regard to scientific princj- 
ples, which accounted for a large though 
undetermined proportion of the discrepancies, 
This chapter is the second most important 
one to be read by busy executives. The 
authors frankly emphasize the errors and 
defects in the validation procedures. The 
difficulties they encountered are common 
ones to the personnel technician. 

Of the total of 2,748 assessed personnel 
who went overseas, follow-up material was 
obtained on approximately two thirds. Sta- 
tistically, the relationship between perform- 
ance ratings and assessment ratings was of 
a low order, a result which suggests that 
errors of considerable magnitude entered 
into the assessment process, the appraisal 
process, or both. About 11 to 16 per cent 
of the cases recommended by Station S were 
judged to be Unsatisfactory in the field, 
and about 3 to 15 per cent of the cases 
passed by W were so graded. Though varied 
studies of the effectiveness of the assessment 
process are presented, the results are in- 
conclusive. 

The final chapter advocates the establish- 
ment of an agency to provide assessment 
whenever an institution must pass on the 
suitability of men for important positions, 
especially of the executive type. The essen- 
tial characteristics of the system of assess- 
ment are as follows: (1) social setting, (2) 
multiform procedures, (3) lifelike tasks, (4) 
formulations of personality, (5) staff con- 
ferences, (6) tabulations of assessments, 
(7) valid appraisal procedures. Despite the 
somewhat equivocal outcomes of the whole 
enterprise, the authors believe that their ex- 
perience has exposed and found remedies for 
most of the defects of the system and that 
the plan finally recommended is as promising 
as any for advancing our knowledge of man, 
especially with reference to the prediction of 
man’s behavior. 

A personnel director recently asked this 
reviewer whether or not this book would 
be of value in practical operating situations. 
The answer went somewhat as follows: 
“Yes, the book does have something. How 
much it has to offer, no one knows, not 
even the authors. This book’s importance 
does not lie in what it has proved but in the 
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ising approach it suggests to a major 
vaiiem of business and industry. This 
major problem is the adequate selection, de- 
velopment, and evaluation of key personnel, 
especially executive personnel. Few com- 
panies can point with pride to anything like 
an adequate approach to this major prob- 
fem. Many are making valiant efforts. Those 
companies that are serious about their 
executive problem can profit greatly from 
the discussion of this unique method of 
assessing. While the authors do not point 
it out, it will be obvious to many personnel 
directors that a modification of the processes 
described can be utilized for selecting execu- 
tives for promotion as well as for initial 
selection.” 

Current methods of testing, usually re- 
ferred to as elementalistic methods have 
produced few procedures that are of value 
in dealing with executive-level personnel. 
The value of the organismic approach is 
that it does not stop at this inadequate 
level; in addition to the usual tests, a 
number of supplementary procedures (inter- 
views, situational tests) are carried on, 
tentative interpretations formulated of the 
facts so gained, and attempts made to arrive 
at a plausible representation of the person- 
ality as a whole. 

Organismic assessment is based on the 
hypothesis that a trained psychologist or 
psychiatrist with a fund of additional facts 
at his disposal is, today, capable of improv- 
ing to a significant degree the accuracy of 
mechanical predictions derived from test 
scores alone. This interesting hypothesis 1s 
not proved conclusively by the evidence 
gained from the OSS experience. The re- 
viewer’s opinion of this book has been in- 
fluenced by the following : 

1. Recent studies by Jenkins and Shartle 
have indicated that leadership is not a group 
of traits to be added together but is specific 
to the particular situation under investiga- 
tion. 

2. Many of the steps suggested in these 
procedures are being utilized in industry 
today: more adequate job descriptions of 
executives, as demonstrated by General 
Foods; the conduct of a staff conference to 
review performance of executives, as es- 
tablished some years ago by Lawrence 
Appley at Vick Chemical and now common 
practice at American Viscose and _ several 
other organizations; the rotation of junior 
executives in various departments, as exem- 
plified by Standard Oil (N. J.) and becom- 
ing increasingly prevalent. 

3. Several companies in England have 
actually adapted the approach in selecting 
their personnel. (A report of one firm’s 
experience is given in the July, 1948, issue 
of THE MANAGEMENT REVIEW.) 
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4. Several papers reporting on experi- 
ments with situational tests were delivered 
at the fall meeting of the American Psy- 
chological Association. 

The foregoing facts lead this reviewer to 
believe that an approach utilizing the ser- 
vices of highly trained clinicians, a variety 
of tests including situational tests, inter- 
views, and observations to formulate a pic- 
ture of the complex personality of an execu- 
tive in action and providing a word-picture 
of it, certainly deserves investigation by or- 
ganizations that earnestly desire to improve 
the caliber of their executives. 

As in all applications of psychological 
principles to a dynamic situation, the most 
critical point is the selection of competent 
personnel to guide the process. Already it 
is apparent that certain inadequately trained 
persons are jumping on the bandwagon. 
Such individuals usually restrict themselves 
to one technique, in complete disregard of 
the major emphasis of this book—that hu- 
man personality in action (at least on the 
executive level) is so complex that a variety 
of methods is essential to secure adequate 
information upon which to base sound pre- 
dictions. Oversimplification of the assess- 
ment process and overselling of its accuracy 
of prediction are two major dangers; dis- 
regard of these dangers will bring the entire 
process into disrepute before it has been 
given a chance to profit from adequate de- 
velopment and evaluation under sound pro- 
fessional personnel. 

To return to the question posed in the 
initial paragraph: The organismic approach 
to the appraisal of the whole personality in 
action is admittedly an infant, but future 
experimentation will eventually assure a 
mature technique, capable of fulfilling (in 
part, at least) the expanding demands of 
business and industry for a more adequate 
means of understanding and predicting be- 
havior on the executive level. 


READING CouRSE IN EXECUTIVE TECHNIQUE. 
Editor-in-chief, Carl Heyel. Funk and 
Wagnalls, New York, 1948. Eight sec- 
tions, boxed (43 vols., paperbound). $47.50. 


With the growing complexity of busi- 
ness, the need for effective executive con- 
trol is a problem of increasing seriousness. 
How can management policies be carried 
out all down the line? How can job enthu- 
siasm be developed and sustained? How can 
union relationships be harnessed to efficient 
production? How can a “work simplifica- 
tion” program be carried through? What 
are efficient production controls? How can 
distribution costs be analyzed and curbed? 
What are usable financial reports for oper- 
ating executives? How can a business best 
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interpret itself to its public? And perhaps 
most important, how may a strict check on 
every phase of operations—planning, bud- 
gets, estimates, inventories, sales, cost 
records, etc—be assured? 

These are questions which only a group 
of experts could answer because they cut 
across such diverse and specialized fields. 
Mr. Heyel has brought together the experts, 
and their answers comprise a “portable” 
management library which every executive 
would do well to own. The Reading Course 
covers eight major aspects of modern man- 
agement: Systematic Solutions of Manage- 
ment Problems; Human Relations; Person- 





nel and Industrial Relations; Manufactyr. 
ing Control; Distribution; Financial Contro} 
and General Office Management; and Public 
Relations. 

As for the more than 50 authors, if space 
permitted a detailed listing here of all their 
names and their titles or accomplishments, 
no more forceful word of commendation 
could be added. They include: Thomas G, 
Spates, R. E. Gillmor, Charles P. McCor- 
mick, James O. Rice, Joseph Tiffin, L, 
Clayton Hill, John B. Thurston, Freq 
Rudge. These are just a sampling—and 
they are in very good company. 








BOOK NOTES 
[Please order books directly from publishers] 





_ DESIGNING SHORT-TERM OR SPOT TRAINING PROGRAMS: A Technique 
in Six Acts. Industrial Training Association of Indianapolis, Indianapolis, Ind., 1947. 55 
pages. $2.50. Six basic steps in identifying a training problem and developing a training plan 
for meeting it are dramatized in this six-act skit, the purpose of which is to demonstrate how 
the training director and line executives and supervisors can work together toward objective 
solutions of problems which are of concern to each of them. 


AUDIOVISUAL AIDS TO INSTRUCTION. By William Exton, Jr. McGraw-Hill 
Book Company, Inc., New York, 1947. 344 pages. $4.00. Details the experience of the armed 
forces in the creation of audiovisual materials for instruction purposes. Describes and illus- 
trates training films, slides, pictures, sound recordings, and various types of three dimension 
training aids, many of which may be adapted for industrial training purposes. 


SAMPLING INSPECTION: Principles, Procedures, and Tables for Single, Double 
and Sequential Sampling in Acceptance Inspection and Quality Control Based on Percem 
Defective. Prepared by the Statistical Research Group, Columbia University, Division of 
War Research for the Applied Mathematics Panel, National Defense Research Committee, 
Office of Scientific Research and Development. Edited by H. A. Freeman, et al. McGraw-Hill 
Book Company, Inc., New York, 1948. 395 pages. $5.25. Based on research originally under- 
taken for the Navy, the material in this book presents, in a form suitable for the peacetime 
needs of industry, sampling procedures for use in either acceptance inspection or process con- 
trol. An authoritative account of the best inspection practices, with tables and detailed 
instructions for using them. 


MODERN PLASTICS ENCYCLOPEDIA. Plastics Catalogue Corporation, 122 
East 42 Street, New York, 1948. 1,673 pages, 12 charts. $8.50. Incorporates for the first time 
an up-to-date catalog of stock-molded parts, cast shapes and extrusions. Illustrates more 
than 2,000 stock-mold items, listing materials and colors in which they are available, their 
dimensions and weights, and names and addresses of their manufacturers. Also includes a 
new section on plastic film and sheeting, and special articles on new materials and methods 
not previously treated here. Describes and illustrates 122 successful plastics applications in 
14 major product classifications. 


QUALITY CONTROL: A Manual of Quality Control Procedure Based Upon Scienr- 
tific Principles and Simplified for Practical Application in Various Types of Manufacturing 
Plants. By Norbert L. Enrick. The Industrial Press, New York, 1948. 122 pages. $3.00 
For the inspection supervisor who does not want to delve into higher mathematics but would 
like to have statistical quality control explained in generally understandable terms for use 
as a plant working tool. Features ready-made sampling plans for improved inspection and 
sample control charts for insuring greater product uniformity. 
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BASIC DATA OF THE AMERICAN ECONOMY. By W. Nelson Peach and 
Walter Krause. Richard D. Irwin, Inc., 3201 South Michigan Avenue, Chicago, 1948. A 
compilation of up-to-date statistics and illustrative charts on the following subjects: national 
income, savings, and consumer expenditures ; population and working force ; natural resources ; 
money and banking; international trade and finance ; government expenditures, tax collections, 
ublic and private debt; price levels and business fluctuations; business income; agricultural 
production. Based on data from government and private statistical sources. 


PRINTERS’ INK DIRECTORY OF HOUSE ORGANS. Printers’ Ink Publishing 
Co., New York, 1948. Data on more than 5,300 house organs (internal, external, and com- 
bination) listed by titles ; by sponsors, alphabetically arranged; and by sponsors, geographical- 
ly arranged. The latter listing includes street addresses as well as names of house organs 
published by the sponsors in the cities listed. 


PROCEEDINGS OF THE FIFTH ANNUAL INDUSTRIAL RELATIONS CON- 
FERENCE. Center for Continuation Study, University of Minnesota, Minneapolis, 1947. 
Addresses on the following subjects: job analysis as a basis for selection; the Minnesota 
Multiphasic Inventory ; the application of quality control to personnel; supervisory selection 
and training ; executive training; and others. 


THE DMAA 1947 RESEARCH REPORT: The Accumulated Advice of 200 Adver- 
tising Managers on How to Organize and Operate a Successful Direct Mail Program. 
The Direct Mail Advertising Association, 17 East 42 Street, New York, 1947. 44 pages. 
$2.00. Details the results of a survey of 200 advertising managers’ experiences and preferences 
regarding types of direct mail pieces, length of copy, use of various mail classes, timing of 
mailings, budget appropriations for direct mail, and other questions relating to promotion 
policy. 

GEARING TRAINING TO COMPETITIVE TIMES: Proceedings of the Fourth 
Annual Convention of the American Society of Training Directors and the Fourth Annual 
Conference of Educational Directors in Industry of the National Association of Foremen. 
Available from the National Association of Foremen, 321 West First Street, Dayton 2, 
Ohio, 1948. 106 pages. Addresses cover the following topics: selection of supervisors, super- 
visory training, qualifying supervisors as company spokesmen, training of staff personnel, 
executive training, sales training, office training, safety training, and training in work 
simplification. 

NEW PROBLEMS AND RISING COSTS IN MANAGEMENT RELATIONS: 
Significant Addresses at the 18th Pacific Coast Management Conference of the California 
Personnel Management Association. California Personnel Management Association, 870 
Market Street, 442 Flood Building, San Francisco 2, Calif., 1948. 62 pages. $2.00. Addresses 
include: What’s New in Work Simplification?, by Allan H. Mogensen; What Do Our 
Employees Believe Today?, by Robert N. McMurry; Trade Unionism in the Office, by Paul 
pe gaa American Industry’s Stake in the World Situation, by J. D. Zellerbach; 
and others. 


KNOW YOUR CAREER MARKET. The National Federation of Business and Pro- 
fessional Women’s Clubs, Inc., 1819 Broadway, New York 23, N. Y. 3 pages. 5 cents. A 
check list designed to help business and professional women to discover potential markets 
for their services, and to prepare to meet new demands. 


NEW PRODUCT GUIDE BOOK—1948. Peter Hilton, Inc., 680 Fifth Avenue, New 
York 19, N. Y., 1948. 53 pages. $2.00. A compilation of questions that anyone introducing 
a new product or service might well ask himself before launching it. 


OCCUPATIONAL PAMPHLETS: An Annotated Bibliography. By Gertrude For- 
rester. The H. W. Wilson Company, New York, 1948. 354 pages. $2.50. This up-to-date and 
considerably enlarged edition of the author’s volume entitled Occupations: A Selected List 
of Pamphlets is an authoritative guide to currently available pamphlets in the vocational field. 


MONEY MARKET PRIMER. By John T. Madden et el. The Ronald Press Com- 
pany, New York, 1948. 212 pages. $3.00. A study of the institutions and operations of the 
New York money market. 


PROCEEDINGS OF THE ELEVENTH ANNUAL NATIONAL TIME AND 
MOTION STUDY CLINIC. The Industrial Management Society, 176 W. Adams Street, 
Chicago, 1948. 156 pages. Addresses by a distinguished group of time-study experts and in- 
dustrial engineers cover the following topics: problems faced by time-study men in a union 
shop; preparation of a time-study and methods-procedure manual; time-study training for 
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supervisors ; how to break down a job for time study; stop-watch technique and standard 
setting ; movement analysis in planning; common errors in time-study practice; performance | 
ratings and allowance; what the industrial engineer must know about statistical quality 7 
control; use of motion pictures for establishing motion times; and others. : 


DESIGNING A PLAN FOR COMPENSATING SALESMEN. Policyholders Sery- 
ice Bureau, Metropolitan Life Insurance Company, New York. 60 pages. (Issued to Metro. | 
politan group policyholders; limited supply available to fill requests of other executives,) 
Designed to assist executives in setting up a sales compensation plan or evaluating and improy- 
ing their current compensation plans, this report describes the preliminary procedures neces- 
sary to establishment of a plan, discusses the different types of plans, outlines the actual 
designing of a specific plan. Nine cases illustrating the practices and experiences of specific 
firms are presented. 


Unique Pension Plan 


OME top management men at Allegheny Ludlum Steel Corporation are being 

offered an unusual contract, one which will give double retirement coverage 
to those who are in the company’s regular retirement program now. The company 
contrived its unique contract two years ago by mating the familiar employment 
contract with a pension plan. 

Simply enough, top management officials and department heads who come 
under the program work for the company on successive three-year contracts. At 
age 65, these men go on, on a consulting basis, for 10 years, at a salary equal to 
40 per cent of their last regular pay. 

Idea behind the plan was to protect the firm from losing active key personnel 
in raids by competitors. But it has many other advantages for Allegheny. While 
the retired officials are retained on a consultant basis, they can’t go over to a 
competitor without Allegheny’s permission. Further, the plan provides a new incen- 
tive for top brass. They quit worrying about the future, devote more time and 
energy to the company business. 

During each three-year contract period, the employee or official is guaranteed 
a steady salary; he cannot quit or be fired. At the end of the period, the contract 
can be revised salary-wise. 

If one of the men covered by the plan reaches 65, retires on a consultant basis, 
then dies before age 75, the company will keep on paying his heirs. It will pay 
the full amount he would have received. 

Each year the firm sets aside in reserve enough to cover its contingent obliga- 
tions to officers and employees during their consulting periods. 

—Business Week 12/4/48 


‘Good Will’’ Contest to Increase Morale 


VERY year, Extract, Sharp & Dohme employee publication, sponsors a series 

of contests with the twofold aim of increasing employee readership and getting 
workers to take more interest in company activities. The idea for this year’s “Good 
Will” Contest stemmed from stories about employees who through contacts during 
working hours and away from work, were improving public relations for the firm. 
The object of the contest: to bring such stories to the attention of other employees. 

To insure that such stories would be received, Extract offered two awards a 
month: one, an award of one day off with pay (any Friday or Monday) to go to 
the employee who had gained good will for the company; the other, a prize of $5 
to go to the person reporting the incident to the employee paper. Supervisory em- 
ployees were excluded from the contest. 

At the end of the contest, a grand prize of $40 was awarded to the best of the 
contest winners, and an additional prize of $10 to the “good will” scout who had 
reported that winner’s story. 

This idea is suitable for either factory or office and is generally applicable 
to various types of workers—hourly and salaried, elevator operators, maintenance 
men, guards and other non-productive workers. 

—Dartnell Industrial Relations Service (Dartnell Corporation, Chicago) 


The Management Review 





